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VVhat we do

Rexam is a leading global consumer packaging company.

We are business partners to many of the world’s most famous and successful

consumer brands as well as young, entrepreneurial start ups.

We offer a broad range of packaging services and solutions for many industries,
using different materials and technologies. Our packaging solutions are key
bearers of our customers’ brand values. Packaging plays @ majer role in our

customers' positioning strategies, helping to shape consumers’ brand experiences.

Three things characterise us — leadership in our industry, our commitment to

innovation and our passion o deliver exceptional value.

I Rexam is headquartered in Llonden, UK. We have arcund 100 planis in more
LOCO“O”S than 20 countries around the warld. In 2006, we employed on average
24,200 people, almost @ quarter of whom were in Ching and South East
Asia.

Full details of all cur focations can be found on www.rexam.com
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Latest News

27 March 2007

Annual Report and Accounts

Annual Report 2006, Annual Review 2006 and Notice of Annual
General Meeting 2007

Rexam, the global consumer packaging company and the world’s largest
beverage can maker, announces that copies of the above documents are
being posted to shareholders today and have been submitted to the UK
Listing Authority. They will shortly be available for inspection at the UK
Listing Authority's Document Viewing Facility, which is situated at the
Financial Services Authority, 25 The North Colonnade, Canary Wharf,
London E14 5HS. Telephone: +44 (0)20 7066 1000.

These documents can also be viewed and downloaded on the Company’s
website at www.rexam.com

27 March 2007

Enquiries
Company Secretary’s Department
020 7227 4100

Notes to Editors

Rexam is a leading global consumer packaging company and the largest
beverage can maker in the world. Qur vision is to be the leading global
consumer packaging company. We are business partners to many of the
world’s most famous and successful consumer brands as well as young,
entrepreneurial start ups. We offer a broad range of packaging services
and solutions for different industries, using different materiats and
technologies. We have arocund 24,200 people in more than 20 countries.
Three things characterise us — leadership in our industry, our
commitment to inngvation and our passion to deliver exceptional value.
Rexam has an ongeing turnover of approximately £3.7 billion and is a
member of the FTSE 100. Its ordinary shares are listed with the UK
Listing Authority and trade on the market for listed securities on the
London Stock Exchange under the symbol REX. For further information,
visit Rexam's web site at www.rexam.com

<<« back to news

Top of page
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Beverage Cans

Rexam is the world's No. 1 beverage can maker.
The cans are used for a wide array of beverages,
including beer, carbonated soft drinks, juices,
sports and energy drinks, water, wine, spirt mixers,
and iced coffee.

Our Beverage Cans business is essenlially a local
business operating on a global scale. In genercl
our plants are located close io our cuslomers o
minimise fransport costs.

In Europe, which for our business includes Russia,
we are the No. 1 beverage can maker. We make
both aluminium and steel cans and have 15 can
plants and four can end plants.

{n North America, which includes Mexico, we
are the No. 3 beverage can maker. The market
comprises solely aluminium cans. We have 17
can plants and two can end plants in the US and
one can plant in Mexico.

In South America, which is alse an all aluminium
market, we are markel leader. Ve hcve eight can
plents and one can end plant in Brazil and one
can plani each in Argentina and Chile.

We also have @ can plant in Egypt serving the
growing local and Middle East markets and one
in China, as well as joint ventures in India and
South Korea.

-------------------------------------

Beverage Cans account for 8% of Group sales
(2005: 72%} and 7 1% of Group operating profit
[2005: 77%) from ongoing operations.
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Plastic Packaging

Plastic Packaging is focused on the value added
and faster growing segments of rigid plastic
packaging. It includes pharmaceutical packaging,
closures, packaging for cosmetics and home and
personal care products as well as food. The
businesses represent a global capability and are
united by shared customers, common injection
moulding technologies and o tocus on intellectual
property, innovalion and operational excellence.

Products include spray samplers, lipstick and mascara
cases, closures for fragrances and lotions, compacts,
fine mist and foam pumps, beveroge closures, food
containers and diug delivery devices.

Plastic Packaging comprises some 45 plants in
Europe, North America, South Americo, India,
China and Indonesic.

It is a global manufacturing business serving global
customers with the products either being filled then
exported, exported and subsequently filled in the
couniry of destination, or used in the domestic market.

--------------------------------------

Plastic Packaging accounts for 20% of Group sales
(2005: 15%) and 20% of Group operating profit
(2005: 14%) from ongoing operations.




Glass

Rexam is one of the main glass container manufacturers
in northern Europe. Our products are used for
beverages and food as well as phormaceuticals.

It is essentially a regional business. In all we have
13 glassworks located in Denmark, Germany, the
Netherlands, Poland and Sweden.

We are a leader in the application of new decorative
technologies. Based on a solid foundation of
manufaciuring excellence, we pioneer ways of
delivering differentiation through shape, size, colour
and decoration for leading global ard regional

brands.

--------------- L R R R R R R S A R ]

Glass accounts for 12% of Group sales (2005: 13%)
and 9% of Group operating profit (2005: 9%) from
ongoing operations.
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VWhat is our
strategy¢

Our main objective is to create value for our shareholders

and other stakeholders through our vision of becoming the

leading global consumer packaging company.

To achieve this, our strategy is o consolidate our presence in a number of carefully selected
growth markets focusing on quality, service, innovation and reliability for our customers and
continuous improvement in manufacturing and operational excellence.

We will consolidate our position by growing orgonically using our strong cash generation to
invest in growth projects; buitding positions in growth markets and product segments through
disciplined acquisitions; strengthening our relationships with our customers and suppliers
and accelerating the rate of innovation to enhance our existing offering 1o our customers.

We are committed to operating to the highest standards of safety and acling responsibly
in a way that minimises any negative impact that our business and our products may be
perceived to have on society.

We measure the achievement of our objectives though a number of financial and non
financial Key Performance Indicators [KPls}, the mast important of which are listed opposite.
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What is our sirategy?

Measure Objective

KPI

Growth by investment

Operational excellence

Shareholder value tmprove organic financial performance

e Sales growth

= Operating profit growth

¢ Earnings per share growth
* Free cash flow

® Dividend growth

* Capital expenditure
* Return on investment

¢ Operating profit margin
* Cosi efficiencies and savings

in all businesses

To have certified Enviranmental Management Systems

Safety Zero work related injuries * lost fime accident rate performance
* |mplementation of monagement systems
Environment Manage environmental impact * No uncontrolled or cbnormal

environmental refeases
* Emissions per tonne of production

* Number of certifications

How are we doing®

Sharecholder value 2006 2005 2004
Sales* {£m) 3,647 3,11 2,876
Underlying operating profit* [£m} 410 406 374
Underlying operating profit margins* {%] 1.2 13.1 13.0
Underlying earnings per share {pence) 40.6 395 37.5
Capital expenditure [£m gross) 214 176 174
Free cash flow [Em) 173 248 234
Ordinary dividends per share {pence) 19.0 18.12 17.25
Return on invested copital [%)} 15.0 153.5 5.5
Annual cost efficiencies and savings [£m) 32 35 46

* Fram ongoing operations which reflects underlying business performance excluding businesses that have been disposed or are held for sole

For progress on Safety and Environment KPls, see pages 27 to 29 or visit the Rexom website, www.rexam.com
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Underlying business performance’

Sales from ongoing operafions?

Underlying operating profit' from ongoing operations?
Underlying profit before tax'

Underlying earnings per share'

Dividends per share

Statutory results?

Sales
Operating profit
Profit before tax

Basic earnings per share

' Underlying business performance is before exceptional items

iIn summary

2006 2005 Change %

£3,647m £3,111m

£410m £406m
£303m £307m
40.6p 39.5p
19.0p 18.12p

£3,738m £3,237m

£414m £420m
£307m £331m
39.7p 40.4p

+17

+1

+3

+5

+15

2 Ongoing operations reflect underlying business performance excluding businesses that have been disposed or are held

for sale

? For statutory results, profits and earnings include exceptional items

Sales and underlying operating profit last five years

Sales {Em)
3,738

3,237
3060 3186 54

2002° 2003* 2004 2005 2006
* Mo resiated for IFRS

Underlying operating profit {£m]

409
389 S

344
320 ]

2002 2003 2004 2005
* No! restated for IFRS

415
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B Beverage Cans
1 Plostic Packaging

O Glass

Beverage Cans

Plastic Packaging
Glass

Ongoing operations

Disposals and businesses for sale

Sales from
ongoing operations' 2006

2006
£m

2,490
720
437

3,647

21

3,738

2005
Em

2,235
471
405

3,111
126

3,237

Underlying operating profit?
ongoing operations! 2006

2006
£m

292

82

36

410
5

435

*Ongoing operations reflect underlying business performance excluding businesses that have been disposed or are held for sale

* Underlying eperafing profit is before excepfional items

Geographic sales

BT 4

B Germany

0 France

L5 Other Europe
O UsA

O Brozil

O Rest of world

UK

Germany
France

Other Europe
USA

Brazil

Rest of world

Soles by destination 2006

2006
£m

209
265
167
1,132
1,328
336
301
3,738

SRS TN WUHUUK WIT DE YIearassers 10 Ine noara-ana
our Group as we focus our efforts on being a market driven,

innovative compony ond execule our strofegy for growih.

2005
£m

220
251
162
1,012
1,136
289
167

3,237

e
E 3"‘- —————
Rolf Bérjesson, Chairman \

20 February 2007

2005
Em

13

57

36

406

409




Leslie Van de Walle, Chief Executive Officer [from t February 2007)

Business

Rev]

This section looks at how we performed during 2006 and examines the principal

drivers of our performance both today and for the future. The nature of our
business and our aims and strategy are set out on pages 2 fo 7. This part of
the Annual Report also contains a section on the resources available to us and
how we manage them {page 18); the characteristics of the markets in which we
operate (page 19); the principal risks and uncertainties that may affect our long
term value or prospects (page 22); the main relationships with stakeholders that
are likely to influence our Company and its value [page 25) and how we are

performing in terms of Corporate Responsibility {page 27).

12




Sales and underlying
operating profit by business

M Beverage Cans
O Plastic Packaging

O Glass

Beverage Cans

Plastic Packaging
Glass

Ongoing operations

Disposals and businesses for sale

Sales from
ongoing operations' 2006

2006 in summary

Undertying operating profit?
ongoing operaticns' 2006

2006
£m

2,490
720
437

3,647

1

3,738

2005
£m

2,235
471
405

31101

126
3,237

2006
£m

292

82

36

410
3

415

1Ongaing operations reflect underlying business performance excluding businesses that have been disposed or are held for sale

1 Underlying operating profit is before exceptional items

Geographic sales

UK
B Cermany
O Fronce
O Other Evrope
0O usa
O Brazil

O Rest of world

UK

Germany
France

Other Europe
USA

Brazil

Rest of world

Sdles by destination 2006

2006
£m

209
265
167
1,132
1,328
336
301
3,738

2005
Em

220
251
162
1,012
1,136
289
167
3,237

2005
€m

313

57

36

406

409




2006 was one of the most challenging
years in Rexam’s recent history. We
faced a significant and unprecedented
rise in input costs but the initiative

and resolute and swilt action of the
executive team and our employees lo
mitigate these external forces enabled
us o produce a good performance in
difficult circumstances. | would like to
extend my thanks to everyone for their

efforts and contribution.

Relf Barjesson, Chairman

A resilient

oertor

nce

in challenging conditions

During 2006 we continued to deliver on our strategy,
reporting strong top line growth; significant gains in beverage
can market share; key acquisitions in emerging and growth
markets; investment in growth projects as well as further
operational efficiencies. The top line growth was not maiched
by our profits which were held back by the unprecedented
rise in aluminium and energy costs, reduced prices on some
of our US beverage can volumes and the weaker performance
of one of our Plastic Packaging divisions.

In overail terms, sales from ongoing operations were up by
17% and underlying operating profit, which excludes
exceptional items, by 1%. We increased underlying earnings
per share by 3% and free cash How generation at £173m
was again good although lower than last year moinly due to

10

the increase in capital expenditure in projects which are
expected lo position the business to capture future growth.
Full details of the Group’s 2006 performance, including the
statutory results, can be found in the Business Review on
pages 12 to 37.

Packaging in focus

During the year packaging has come increasingly under the
spotlight in terms of environmental sustainability. The Stern
Review on the economics of climate change, released in the
UK in October 2006, ignited the debate, with packaging
and the role of packaging inevitably drawn in.

Packaging is what gets the beverage from the filler into your
glass or the drug into your bathroom cabinet as efficiently as




possible and without any damage. Packaging, contrary fo
common perception, is actually decreasing in ferms of
weight. For example, over the last 20 years or so, the
beverage can industry, with Rexam in the forefront, has
reduced the average weight of a can by 30%. The weight of
a typical glass container has fallen by a similar figure. In
beverage cans, we have also seen the shift from steel to
aluminium which is 100% recyclable. Aluminium is now used
for some 85% of all beverage cans. Still, packaging remains
a key environmental issue and as a leading global consumer
packaging company we do everything that we can to ensure
that we are manufacturing in o sustainable manner and that
the environmental profile of eur products is as tkavourable as
possible. As long term shareholder value is our primary aim,
sustainability is necessarily of the heart of what we do. As
you will see in the Business Review on pages 27 10 31, we
consider nat just our own impact but take into account the
whole supply chain, including energy use, transport and
product wastage, to encourage sustainable development and
reduce fossil fuel use.

Changes to the Board

During the year there were a number of changes to the
Board. In September, we announced that Leslie Van de Walle
was to succeed Lars Emilson as Chief Executive Officer. He
became a director in January this year and took over as
Chief Executive Officer on 1 February when Lars retired from
the Board.

It has been my privilege to have worked closely with Lars for
the last 20 years. His natural leadership qualities, strategic
thinking and depth of industry knowledge have all been key
to Rexam's success these recent years. On behalf of the Board
| would like to thank him for the tremendous contribution he
has made to Rexam and wish him all the best for the future.

Leslie joined us from the Royal Dutch Shell Group where he
was Executive Vice President of Global Retail. He joined
Shell in 2000, prior to which he was the Chief Executive of
United Biscuits plc for whom he worked for six years. He is
also a non executive director of Aegis Group ple. Full detoils
of his biegraphy can be found on page 39. We are naturally
delighted to have secured the services of Leslie, a truly
globally minded leader. He has experience in beverage and
food retail and this, along with his international business to
business background, will be of great value to us as we
conlinue to pursue our strategy for growth and leadership in
our industry.

At the start of the year, the senior independent director and
deputy chairman of the Board, Christopher Clark, stepped
down to pursue other commitments. Carl Symon, who has
been on the Board since 2003, replaced him as senior
independent director.

We also strengthened the Board with three new independent
non executive directors whose wide ranging experience and
international outlook will be great assets to the Board and
our Group as we focus our efforts on being a market driven,
innovative company and execute our strategy for growth.

Chairmon’s Stetement

Noreen Doyle joined us in March. She sits on the boards

of Credit Suisse Group, Newmont Mining Corparation and
QineliQ and is a member of the Advisory Panel for the
Macquarie European Infrastructure Fund [I. Her experience
as First Vice President of the European Bank for Reconstruction
& Development will be invaluable as we grow our business
in emerging markets organically and through acquisition.

Jean-Pierre Rodier was appointed non executive director

in June. His background as former Chairman and Chief
Executive of Pechiney, the international aluminium and
packaging group, adds further knowledge of the packaging
and aluminium industries.

In December, we welcomed Wollgang Meusburger. He
has many years experience of fast moving consumer goods
industries, working in senior positions for international
companies such as Mars Group, Unilever and Schéller
Holding, and was the CEQ of Tchibo GmbH, the food

and retail group, from 1996 to 2001.

At the next AGM, David Tucker will retire from the Board
after fen years as a non executive director. | would like to
take this opportunity to thank him for his contribution to the
transformation of this Company. His expert knowledge has
been o great support for all the Board and we wish him all
the best for the future.

Dividends

The Board hos recommended a final dividend of 11.1p per
ordinary share. Together with the interim dividend of 7.9p
this represents an increose of 5% on last year. Subject to
approval by the shareholders at the Annual General Meeting
on 3 May 2007, the dividend will be paid on & June 2007
to holders of ordinary shares registered on 11 May 2007.

Summary and outlook

After many years of sustained profit growth, external forces
conspired to create a challenging 2006 for us, but swift and
decisive management action enabled us to deliver a resilient
performance.

In 2007 we will deliver price increases, a more favourable
product mix in Beverage Cans and good organic profit
growth in Plastic Packaging. However, the pressure of the
continuing high aluminium and other input costs, together
with a weaker US dollar, are likely to counteract any progress
in 2007, with the impact of the input costs expected to be
most severe in the earlier part of the year.

2007 will be a year of significant capital investment by the
Group for the medium and long term in facilities, processes
and talent to underpin the platform for our next chapter of
profitable growth, and we expect to see material benefits
from these investments starting in 2008.

I\
—_——

Rolf Bérjesson, Chairman \
20 February 2007
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Leslie Van de Walle, Chief Executive Officer ffrom 1 February 2007)

Business

Review

This section looks at how we performed during 2006 and examines the principal

drivers of our performance both today and for the future. The nature of our
business and our aims and strategy are set out on pages 2 to 7. This part of

the Annual Report also contains a section on the resources available to us and
how we manage them (page 18); the characteristics of the markets in which we
operate [page 19); the principal risks and uncertainties that may affect our long
term value or prospects [page 22); the main relationships with stakeholders that
are likely to influence our Company and its value (page 25) and how we are

performing in terms of Corporate Responsibility (page 27).
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In 2006 Rexam delivered strong sales growth of 17% from
ongoing operations, of which 10% came from existing
businesses and 8% from acquisitions, reduced by 1% due
to currency translotion.

However, a number of external forces combined to act as
a formidable headwind. Significantly higher input costs,
especially aluminium and energy but alse higher keight
costs, lower beverage con pricing in the US as a result of a
long term contract with a major US beverage can customer,
and a weak performance from our Make Up division
impacted on margins. The net effect of currency movements
reduced underlying operating profit by £3m primarily due
to the weakening of the US dollar against sterling.

We acted swiflly to mitigate these effects with price increases
in some of our businesses, reduction of our cost base and
product mix improvements. Continved focus on operational
excellence, a key area for Rexam, resulted in £32m of cost
efficiencies. However, despite all these actions, we were
unable to fully offset the effects of the increase in input costs.

Underlying profit before tax was £303m but, with the benefit
of a lower tax charge, underlying earnings per share were
40.6p, a rise of 3%.

Free cash flow generation was good ot £173m, even
allowing for higher interest costs and an increase in capital
expenditure to fund the large number of growth projects. Net
borrowings were £1.17bn with interest cover robust at 4.8
times, higher than our target of being above 4.0 times.

On a statutory basis, including the effect of acquisitions,
disposed businesses and currency, sales were £3,738m, up
15%. On this basis, profit before tax (including exceptional
items} was down 7% at £307m. The principal exceptional
gain arose from a change in US retirement benefits offset by
disposals and restructuring costs within Plastic Packaging.
The resulting basic earnings per share were 39.7p compared
with 40.4p for the equivalent period last year.

Beverage Cans

2006 2005
Sales {£m) 2,490 2,235
Underlying operating profit {£m}) 292 313
Return on sales (%) 11.7 14.0

2006 was a year of exceptional top line growth for our
beverage can business. Volumes grew 10%, benefiting from
significant market share gains in the US as well as good
market growth in our three main geographic regions.
Capacity utilisation remained high in all plants. The
systemised exchange of best practice manufacturing across
our global operations enabled us to relentlessly pursue further
cost saving opportunities.

The overall profit margin of our beverage con business fell.
This was due o a number of factors: the rise in aluminiuvm
and other input costs such as energy and freight; the effect of
the increased aluminium cost pass through to customers in the
Americas at the same conversion cost, and the consequences
of a significant new sales contract in the US which secured

Business Review

Top 10 consumer packaging companies by 2006 sales
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A few years cge, a can wilh such high defintion graphics would hove been o
thing of dreams. The award winning “lllustration Impac!’ print lechnology from
Rexam, which dllows close 1o photogrophic print on beverage cans, shows
how Rexam is committed 1o helping customers add valva to their brands.

Aluminium spot price per tonne 2005-2006
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Alyminiurn is by far the largest raw materic! cost for the Group with a tatal
currenl onnual spend in the order of £1.2bn. The averoge spol price lor this
commodity, which is based in US dollars, 10se by arcund 40% in 2006.




Focus on innovation
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greater long term volumes and volue but at lower margins.
As a result, underlying cperating profit fell from £313m to
£292m. As we renegotiate pricing and begin to see higher
volymes benefit our efficiency, we expect the morgin to improve
but this is more likely in the medium rather than short term.

Aluminium is by far the largest raw material cost for the
Group with a total annual spend currently in the order of
£1.2bn. Whilst 35% of this amount is the conversion cost of
the metal, the remainder arises from the aluminivm material
cost. The average spot price for this commodity, which is
based in US dollars, rose by around 40% in 2006, In the
Americas, changes in aluminium cost are largely passed
through to our customers: Rexam is therefore only affected by
the changes in the cost of aluminium in terms of margin. tn
Euvrope, we currently purchase approximately 250k lonnes of
aluminium per annum, At the beginning of 2007, 50% was
either hedged or based on a similar pass through agreement
with the customers, leaving the remaining 50% exposed to
spot prices for the balance of the year.

The aluminium price remains high as we go into 2007. We
are less hedged than we have been in the past, and in 2006
we renegotiated a metal supply contraet in the US which
reduced our cost of metal for that year by £14m. We have
successfully renegotiated prices in Europe with those customers
whase contracts were due for renewal to reflect the higher
aluminium price in the pricing structure. Currently, we are
expecling a reduction in metal spot prices as we progress
through 2007.

The North American market (which includes Mexico} grew
for the first time in many years finishing the year 2% ahead
of 2005 as the main soft drinks customers looked to cans

to gain volume. Our own volumes advanced 7% primarily
owing to a long ferm contract with one of our main
customers. The focus on 120z cans to maximise efficiencies
afforded by the new contract meant that the growth of non
standard, higher margin cans in our mix was less than last
year, We remain the leader in 240z cans and are commitied
to non standord sizes as wilnessed by the canversion of four
further lines to these types of can to take advantage of
premium growth in the fulure.

In Brazil, we also sow good market development with the
market growing 11% ond our volumes in line with this. There
was also good growth in non standard can sizes. We have
recommissioned cur can making factory in Jacarei, mothballed
in 2004, converting it to specially sizes to ensure that we
lead that growth. We inaugurated a new plant in Cuiabd to
capture the growth in this vibrant region of Brazil and started
the building of an additionol can end plant in Manaus, in the
Amazon region, which will help consclidate our end
manufacturing.

In Europe, market growth was very buoyant, fuelled by
continued growth in energy drinks, the FIFA World Cup and
o prolonged period of summer weather stretching well into
the autumn, Qur beverage can volume grew around 10%,
in line with the market, benefiting from strong energy drinks
growth. However, the return of the can in Germany has not
been as quick as predicted by independent bodies and,
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whilst we remain oplimistic for the longer term, we believe
that growth is likely to be hampered by structural factors such
as a lack of machines that accept containers for recyeling.

We started the construction of a new can making plant close
to Red Bull's contract filling partner in Austria which will
come on line towards the end of 2007. We have been
partners with Red Bull since its inception and this project will
further cement our relationship with the world’s No. 1 energy
drink producer.

In Russia, which contfinues to show good growth, we are
adding slim can capability as well as installing a new line
at our Naro Fominsk facility. The line will be used to make a
new one litre can which will help one of our main customers
meet the growing market demand for larger container sizes
for beer with a package that is appropriate fo its brand
positioning. We also announced that we are investing in a
second can plant located in the Urals, which is expected to
come on stream in mid 2008,

Qur Egyptian beverage can plant, acquired in early 2006,
has setiled in well and the results of our focus on efficiency
and spoilage reduction are already having a positive effect
in the shape of increased output. We are now in the process
of building a second line to meet demand in this growing
market. We also gained a foothold as the first beveroge can
maker in the emerging Indian market following the formation
of a joint venture with Hindustan Tin Works, a quoted Indian
industrial company.

Plastic Packaging

2006 2005
Sales [Em) 720 471
Underlying operating profit (£m) 82 57
Return on sales (%) 11.4 12.1

Plastic Packoging sales were 53% up on last year, with
existing businesses contributing 5%, acquisitions 50% and
reduced 2% by currency. Underlying profit grew through
o combination of erganic profit growth of 14% and
acquisitions, which contributed 30%.

Although the majority of the Plastic Packaging businesses
performed well, with pharmaceutical packaging, the recently
acquired dispensing systems business and high barrier food
containers recording a good year, the overall performance
was held back by weakness in our Make Up division owing
to a combination of cancelled product launches and market
overcapacity. Action has been taken to reduce the Make Up
cost structure in line with expected volumes and has included
plant closures, streamlining of resources and downsizing,
predominantly in South East Asia but alsc in Europe.

The overall profit margin fell in the ongoing business primarily
as a result of the weakness in the Make Up division but we
believe there is scope to improve margins further over time.

We conlinue 1o pursue our strategy for growth in Plastic
Packaging, consolidaling attractive segments with technically
advanced products and significant intellectual property
barriers, focusing on innovation and adding complementary
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The challenge was 1o design an airlight pack in order 1o protect and preserve
the long wearing isododecane based formula in Nivea's new Exireme Siay
Pen. Rexam's expertise in airlight pack solutions produced o case, whose
airlight capability is guaranteed by the self jointing assembly of cap and base.
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Rexam has launched an airless lotion dispenser, whose innovative closure
device allows tor unmatched clecnliness and neutrality. The Rexam Pradigio™
will be produced in 2007,

Rexam has developed the lirst siackable glass wine botiles. This imeginative
innovative design eliminoies the need for wine racks and olso enables retailers
Ic ophimise sioroge space.

16

products and technologies. In 2006, we delivered on this
strategy ocquiring Airspray, the world leader in non aerosol
foom pumps, and the Chinese beauty packaging business of
FangXin Limited, thereby enhancing our capability to serve
our customers as one of the major players in the global rigid
plastic packaging indusiry. Operational excellence is o key
focus and the business is adopting proven methodologies for
best practice sharing from beverage can colleagues and
applying them fo its own technologies ond processes. With
435 sites around the world and an approach increasingly
taking advantage of well embedded Lean Enterprise
methodologies, there is significant potential to generate
improved profit margins within Plastic Packaging.

We successfully managed to recover the majerity of resin
and energy price increases through price and cost
efficiencies. The benefits from synergies arising from
acquisitions and increased operalional efficiency should
enable us to make further progress.

Glass

2006 2005
Sales {Em) 437 405
Underlying cperating profit (Em]) 36 36
Return on sales {%) 8.2 8.9

After several years of decline and uncertainty, the European
market for glass containers stabilised in 2006. Sales increased
by almost 8% through a combination of price increases,
higher volumes and mix improvements. All sites contributed
to the upswing: Poland continued its long term positive trend;
Scandinavia and the Netherlands both grew after a number
of years of stagnation and Germany reversed a period of
decline with the strongest growth figures of all.

The unprecedented rise in energy costs, however, proved a
formidable obstacle to progress. The increase in sales and
management’s decisive action lo increase efficiency and
reduce costs fully offset the effect of the rise in costs and
underlying operating profit was maintained at £36m.

With copacity in the glass market more in line with demand
than at any lime in recent history, we confinue to focus keenly
on further price increases and cost efficiencies exploiting
valuable synergies through the exchange of operational
excellence across our sites in Europe.

Acquiring for growth

Acquisitions are one of the linch pins of our strategy for
growth. We maintain a disciplined approach and our

track record in recent years is reflected in a strong return on
invested capital {15%). Recent acquisitions have been funded
by our cash flow. We employ strict acquisition criteria,
including stringent hurdle rates, refurn on capital and other
financial measures, to ensure that we are securing the best
returns for our shareholders.

Our focus is on emerging markets such as South America,
Russia, India, the Middle East and Ching, and on faster
growing segments of the consumer packaging industry such
as rigid plastic packaging. During 2006 we added to both
Beverage Cans and Plastic Packaging.




New growih segments
in Plastic Packaging
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In Beverage Cans, we acquired the Egyptian Can Making
Company [Ecanco), the sole beverage can maker in Egypt,
for £58m. The acquisition gives us a leading position in
beverage cans in Egypt and North Africa and provides a
base to develop these and other growing markets in the
Middle East. We also formed a joint venture with the
Hindustan Tin Works, o quoted Indian company, to make
beverage cans in India. The plant, close to Mumbai, is the
first of its kind in India.

In Plastic Packaging, as mentioned above, we acquired
Airspray and FangXin for £106m and £35m respectively.
We also took the first steps 1o establish ourselves in the Indian
plastic packaging market with the acquisition of a plastic
pharmaceutical packaging company, True Pack, in
Bangalore.

Investing for growth

During the year, we initiated an unprecedented amount of
growth capital expenditure which we expect to deliver
significant returns in 2008 and beyond.

In Beverage Cans, we continued to invest in new lines for the
growing product segment of non standard beverage cans in
all our three main markets, US, Europe and South America.
In North America, for example, non standard sizes now
account for 12% of our volumes.

During the year we opened a new greenfield beverage can
plant in Brazil and announced the building of a new can end
plant. We also announced that we would be building two
new plants in Europe - one in Austria to satisfy the continued
demand for energy drinks, and the other in the Urals, Russia,
to serve growing local requirements. We are adding a new
line 1o our current plant in Russia for new one litre cans to
meet the demand for larger beer containers and extending
our capability into slim cans. We are also adding a further
line in Egypt.

We have invested in plastic packaging plants in Poland and
the UK and have approved a new purpose built Dispensing
Systems facility in France which will replace two of our
exisling plants,

Whilst these and other projects entail capital expenditure in
2006 and 2007 that is above our historic levels, we expect
lo see significant benefits coming through in 2008,

Upgrading our portfolio

Part of our strategy is also to ensure that we are in the
markets that offer our shareholders the best returns.
Accordingly during 2006, we divested our non barrier thin
wall plastics operations in the UK and Scandinavia for
£23m. Both were relatively low margin businesses where we
had litfle chance of building a sizeable regional or global
presence. We also announced that we had started the
process to sell our plastic bottle business, Rexam Petainer,
which is based in Scandinavia and the Czech Republic,
and this disposal process is still ongoing.

Resources

Qur resources comprise physical assets in the form of
facilities and machinery, the operational teams to run and
manage these and the sales and marketing people to build
long term and robust relationships with our customers and
suppliers and other key stakeholders.

We invest on average in the region of £100m each year to
ensure that we maintain safety and reliability and keep these
physical assets at peak efficiency. The deployment of Lean
Enterprise and Six Sigma methodologies and processes
provide us with a framework for continuous improvement
through which our businesses can achieve best in class
quality, cost and delivery results. The tangible benefits are
measured year on year and can be seen in the cost savings
we deliver. Six Sigma and Lean Enterprise are not the only
initiatives: befter supply chain management, increased
auvtomation and more efficient processes all contribute to
reducing our cosis.

Our manufacturing operations purchase raw materials,
machinery and equipment to make the beverage cans,
plastic packaging and glass containers from largely the same
group of suppliers as our competitors. It is our employees’
ability to extract the most out of these assets in the most
efficient manner that largely help determine the success of
our Company. Naturally they are supported by o sales and
marketing organisation whose aim is to build strong and
lasting relationships with our customers through the highest
levels of service.

Developing our people is therefore key. For our leaders

and managers, we have our own group wide career and
leadership development programme which covers the full
spectrum from graduales to senior managers. This not only
provides our people with clear career paths but also enables
us to identify individual development needs and business skill
requirements to ensure thal we have the quality of people
and the market know how to serve our customers. The
programmes also prepare leaders for the changing role
within their business, fostering openness and collaboration
aeross our businesses.

Each of cur operations has tailored engineering development
programmes designed to meet the needs of the individual
businesses, their people and their customers.

Financial resources

Ouwr financial position, including the ovailability of equity and
borrowing focilities, is also a key resource. We confinue to
ensure that our strategic aspirations are underpinned by a
solid financial profile and a secure funding platform that
gives us access to debt ot competitive rates. Our credit
quality is monitored on an angoing basis by the leading
independent rating agencies, Moodys and Standard & Poors,
both of whom assign an investment grade rating to Rexam.

Our funding platform is spread between a committed debt
facility in the bank market maturing in 2010 and the
issuance of a range of bonds with maturities between 2007
and 2013. This spread of debt sources and maturities gives
us good protfection against changing credit markets and
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ensures that we are never faced with refinancing all of our Beveroge packaging per capita vs.

debt requirements at one time. We choose fo borrow in a GOP per capita
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Consumer packaging is a huge, global market worth some 3 mol— B £ Ageme

US$388bn according to PIRA*. In spite of a challenging 3 i ) R . beuld

year for the packaging industry, brought on largely by Z§ Lo T T T T T e

unprecedented rises in input costs, consumer packaging : i 3 R T

remains a vibrant and growing industry. GDP per capita "000 US$

Long term consumer packaging market growth is in the region Growth in population and GDP per capila has o signiicant impact on

packaging demand shown here specifically in the comelalion between

of 3% to 5% as a whole, although individual segments and GDP per capilc and number of beveroge packages pa capita.

regions may display higher growth rates. Beverage and food

packaging account for more than two thirds of the total market

whilst the other areas of interest to Rexam, for example

packaging for pharmaceuticals and beauty/personal care

products, account for more than 10%. Global consumer packaging by end use

Consumer packaging is regarded as relatively insensitive to
economic cycles as people fend to consume the same amount
of food and beverages in good times as in bad. Consumers
may choose another product, but it stilt has to be packaged, Pharma 5%
There are a number of other factors linked fo social and Beauty 5%
demographic trends which also have a significant bearing on

packaging demand. Population growth and GDP per capita

also have a significant influence on demand, as does the

ageing of the global population. Source: AIRA ond Roxam axfimates

Other 20% Food 52%

Beverage 18%

A number of key social trends have been identified that are
having a major impact on developments in packaging.
These include the trend towards smaller households and the
accompanying rise in demand for smaller pack sizes, rising
health awareness among consumers, and the increasing
requirement for convenience. The issue of convenience will

Global consumer packaging growth

. . Food
perhaps have the greatest impact upon the industry, _—
encouraging innovation in packaging as consumers seek Beverage |
out efficient alternatives to more traditional packaging to Boauly
cope with the pressures of modern day life. Pharmo |

Other

Other key trends include customers’ heighlened requirements 0 1 2 3 4 5 & 7 B
for brand differentiation in increasingly competitive retail % Growth ratas 20052009 Source: PIRA and Rexom esimates

environments, more awareness of environmental issues and
the new regulatory requirements on pockaging recycling.

Typical operating margins for the consumer packaging
industry are currently around 10%. Whilst the recent rises in

raw material and energy prices have affected our margins in

the short term, there is no indication that margins will change Eurcpe _
significantly in the future. Where we can, we adjust selling Noth America |
prices to the customer to reflect changes in input costs and
whilst this pattern of trading is likely to continue, rapid rises

in these type of costs, such as those experienced in 2006, Rest of world 4
will inevitably have short term impact on profits, o 1T 3 3 4 5 o 7 8 9

Global geographic consumer packaging growth

South America

% Growth rates 2005-2009  Source: PIRA
The following section examines more specifically the

characteristics of the markets in which Rexam operates. * Packoging Indusiry Ressarch Association
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Another first for Rexam — an innovative invisible dip lube [lef compared with
a conventonal dip tube solution, The light refraction index properties of this
new age tube make il virtuuﬂy undetecloble when in conlact with I’rcgmrlce:

combining funclionality with beouty.

InBev has parinerad with Rexam 1o launch two new beers. Beck's Level 7, an
energy beer with guarana and colffeine, and Beck’s Chilled Orange with a
taste of crange and kumquat. Both are offered in novel ransparent UY flint
bales, designed for maximum visual impact.

Rexam has pioneered production of o new blister pack spray sampler. The
Rexam trial pack allows 40 spiays — suflicient to get consumers to foll in love
with the producl. This new innovation has been used successlully by Flizabeth
Arden for the Curious Brimey Spears hagrance.
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Beverage cans

Beverage cans are a popular form of beverage packaging.
Consumers appreciote the fact that cans are lightweight,
easy to chill and that they keep the contents carbonated.
Beverage producers favour them because they are quick and
efficient to fill, are easy to transport and maintain product
inlegrity. They also provide optimum exposure for the brand
and are effective in moving volume (especially in mulli pack
formats). For retailers, cans are easy 1o handle and make
eflective use of space on supermarket shelves. Added to all
this, aluminium cans are fully recyclable: in fact, they are the
most recycled type of beverage packaging.

Beveroge can making is a capital intensive business where
profit is dependent on the high utilisation of installed plant
capacity. We work continually to achieve and maintain
high levels of utilisation within our facilities and therefore
endeavour to operate with minimal spare capacity in our
plants.

The beverage can industry is a well consclidated, global
industry where Rexam is the leading player. We operate
predominantly in the US, South America and Europe. There
ore four players in the US and three significant ones in South
America and Europe. Qur market share in these regicns is
24%, 63% and 45% respectively. The overall global beverage
can market, which is made up of largely standard 120z
{33cl) cons, is growing at a rate of some 5% pa. Growth in
non standard sizes, such as those for energy drinks or larger
cans for beers or iced teas is significantly faster but from o
lower base,

Eurape, which in our business includes Russia, produces in
the region of 45bn beverage cans per year and is growing
at a rate of 4% to 5% pa. In 2006, the market grew 10%
with the main growth regions being the Nordic countries,
Spain, Eastern Europe and Russia.

North America is the world’s largest market for beverage
cans with annual volumes of some 112bn cans. It is o mature
market dominaled ot present by 120z cans. In 2006, market
growth was 2% fuelled by o 20% increase in specialty sizes,
led by @ more than 70% rise in energy drinks whose
packaging of choice is the can. Today specialty cans account
for some 12% of the total US market for beverage cans.

Brazil is the third largest beverage can market in the world
with annual consumption of around 11bn cans. Improvement
in economic conditions has underpinned a market growth of
around 6% pa in recent years. In 2006 the market grew by
11% driven by continued growth of the economy and the fact
that cans are more readily available to customers now that
Rexam has establshed operations in locations away from the
heartlond to new growth areas.

tn Ching, the market is developing at an average rate of 5%.
Our presence in the region enables us to keep close track of
this and surrounding markets. In 2006 we acquired a plant
in Egypt which serves the North African and Middle Eastern
markets, a &bn can market with annual consumption growing
at 10% underpinned by growing economies, further
urbanisation and substitution of returnable bottle systems with
one way packaging.
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Plastic Packaging

Plastic is a popular and common material for packaging.
Customers choose plastic because it has good barrier
properties, it is highly customisable and easy to use. It is
lightweight, durable, safe and unbreakable and offers wide
decorative and shaping possibilities. It is also recyclable.

Plastic packaging represents a large and diversified market
estimated to be worth some US$152bn on a global basis.
Rexam concentrates predominantly on rigid plastic packaging
which accounts for US$93bn of that total market value. Within
rigid plastics we focus on packaging for beauty and persenal
care products, pharmaceuticals, food and household products.
These segments are technologically edvanced and have
significant intellectual property barriers,

The rigid plastic packaging market is characterised by a high
degree of fragmentation where the top ten manufacturers
have 17% of the market. Overall it is growing at more than
6%, the fastest growing segment within plastic packaging.

Within rigid plastics, the various segments display different
growth rates. The demand for rigid phormaceutical packaging
is expected to grow at 7% pa although the demand for some
products such as dry powder inhalation devices is expected
to experience double digit growth. Industry estimates pui
growth in the global beauty and personal care packaging
market in the foreseeable future at around 4% pa, whilst the
plastic closures market will grow at more than 4% pa with
closures for sporis beverages expected to grow at a low
double digit rate.

With a mixture of standard and highly customised preducts,
the plastic packaging market shows a high degree of both
product and process innovation. This trend is likely to
continue.

Glass

Glass is an important packaging material because it
continues to be the material of choice for premium products.
Glass tends to become an inherent part of o customers’
brand values and provides unique potential to create
distinctive, memorable packaging, which adds value and
differentiation. The number of instantly recognisable glass
containers stretches from the Absolut vodka bottle 1o the
Marmite jor.

Furthermore, glass is hygienic and transparent. With glass,
consumers can see what they are getting and because it can
be refilled or recycled, in using glass consumers also feel that
they are contributing to a better environment.

Rexam is o European glass manufacturer. Its operations

are focused on northern Europe, a market worth €1.7bn
annually, where it has a leading market share of 31%. The
glass industry is currenfly experiencing its most favourable
operaling environment for a decade, notwithstanding high
energy costs. Capacity and demand are in balance and the
market is expected to conlinue to grow moderately. The
market is expected to grow at a higher rate in a number of
product segments, such as food, beer and spirits, particularly
for export markets.
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Risks and uncertainties and how we manage them
Risk is a part of doing business. QOur challenge is to identify
the relevant ones and to develop and monitor appropriate
controls to address them.

The Rexam Board has overall responsibility for risk
management which it manages through its Audit and Finance
Committees. [Please refer to page 48 Internal Control in the
Corporate Governance Report.) Rexam has a well defined
and established process to identify and manage risks. The
process is monitored and refined on an ongoing basis to
ensure that the risks are being properly managed and that
we are taking into account changes year on year. For
example, as Rexam continues to pursue its sirategy to grow
its presence in emerging markets, a greater proportion of
revenue and profit will be generated in potentially higher risk
countries. Beverage Cans is building new plants in Russia
and Brazil, has acquired a plant in Egypt and entered into

a joint venture in India. Plastic Packaging hos made new
acquisitions in China and India. The higher growth potential
comes with greater risks in terms of political and economic
stability, compared with the more established and mature
economies of North America and western Europe. These
risks are always assessed when considering invesiment
opportunities and sefting financial policies and procedures.

Rexam’s main risks and mitigating factors are set out below.
Whilst no significant new risks have been identified in the
year, a number of existing risks have had a direct impact
on the operations during 2006 and will continue to do so in
2007 . These relate principally to the significant increases in
input prices namely aluminium, energy and resins.

National political and economic stability

Rexam is a global company operating in countries and
regions with very different economic and political conditions
and sensitivities. Our operations and earnings may therefore
be adversely affected by political or economic instability and
unrest including financial crisis, civil unrest, wars, international
conflicts, greater and tighter government regulation on cross
border trading, production, pricing and the environmental
regulation. We remain vigilant fo these risks. We take
external advice on such matters and consider the risks when
determining whether or not to do business in countries or
regions which are recognised as unstable.

Changes in the cost and availability of direct materials
Steep and prolonged rises in input prices may have a
material impact on our results. These rises could change the
demand for our products as customers adjust their packaging
mix and the materials they use. Aluminium is by far cur most
significant raw material cost. In the US, we are largely
unaffected by short term fluctuations in the aluminium price
since costs are agreed directly between customers and
aluminium suppliers. We charge our customers on a pass
through basis. Whilst these commercial arrangements are
agreed with customers and suppliers and are intended to
protect us from price risk, changes could occur in the
commercial arrangements which expose Rexam to risk.

In Europe, we generally buy aluminium on behalf of our
customers, To mitigate the risk, we hedge some, but not
necessarily all, of the aluminium cost and associaled
currency requirements.



Changes in packaging legislotion and the regulatory
environment

Changes in laws and regulalions relating to deposits on and
recycling of beverage or other containers could adversely
affect the business if arbitrarily implemented on a large scale
in the major markets in which we operate. Qur experience is
that deposits and recycling pose little risk to our business per
se: indeed, many of the markets in which we operate do
have mandatory deposit systems. Rather, it is the way in
which these systems are implemented and managed which
may affect our business. To minimise the risk of arbitrary
implementation, we make available our considerable
experience of involvement in sefting up deposii and recycling
systems to ensure that such systems are opfimised from the
very outsel.

Changes to health and food salety regulations could increase
costs and also might have a material adverse effect on sales
if, as a result, the public attitude towards end products for
which we provide packaging is substantially affected.

When it comes to such risks, we remain vigilant to changes.
We engage with governmental and non governmental
organisations directly or through trade associations to

ensure that our views are represenled.

Dependency on key customers

Our markets are typically dominated by a few key customers.
Our top ten customers account for 36% of our annual sales.
Of the remaining customers, none accounts for more than
1.2% of our sales. Loss of sales volumes from key customers
would adversely impact our business. Many of our larges!
customers have traded with us for many years, during which
time we have built vp a strong interdependency where the
relationship stretches far into the supply chain. This decreases
the motive to switch supplier, always provided that we are
supplying them with the quality of product they need at a
competitive price.

Competitive pricing pressures

Rexam operates in competitive markets. In our larges!
markets we compete with large multinational corperations
with significant resources and capital, Unexpected or
abnormally aggressive pricing from these compelitors may
cause a reduction in our sales and margins. To minimise this
risk, we ensure that we maintain the highest standard of
operational excellence to achieve lowest cost manufaciurer
status. We also focus on building long term relationships wilh
our customers with the aim of becoming on integral part of
their supply chain and helping to drive out costs. Qur online
ordering system for beverage cans in North America is one
example of how we can cement and deepen our
relationships with customers.

Changes in consumer lifestyle, nutritional preferences
and health related concerns

Packaging for products such as carbonated soft drinks and
alcoholic beverages represent the majority of our sales. Any
far reaching consumer shift away from these product types
os a result of lifestyle, nutrition and health considerations,

or even legislation, could have a significant impact on our
customers and hence our business. Whilst it is difficult te fully
plan for this change, we monitor market and consumer trends
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Il lakes anly six weeks lo lum a bevercge can in u recycling bin into a new
can on the shop shell. The aluminium con is an inherently sustainable lorm of
packaging and ranks amongst the highest in the world in lerms of numbers
reluned and recycled. For example, about 60% of oll aluminium cans are
recycled in the US and Europe, our two lorgest markets, ond Rexam is aclive
in premeting can {ecyding aclivities, parinering with raw meterial supp|i8l5,
refailers and government arganisalions, in all countiies in which it operales.

Top 10 customers account for 56% of Rexam sales

Rexam's top 10 customers:

Anheuser-Busch InBev

Cadbury Schweppes  PepsiCe
Carlsberg Procier & Gomble
CocaCola Red Bull
Heineken SABMiller

COLL TREV

New opplications such 6s wine, heath drinks and snack foods, along with
new can sizes, will help drive profitable growth in the beveroge con business.
Here, liolicn sparkling wine, Prosecco, in @ new 200m! can for on the go
consumplion.




Growing in cans

We are investing substantially in creating a global platform
for future growth, the benefits of which we expect to see
coming on stream from 2008 onwards. Most of that
investment is going info beverage cans as the market for this
popular type of beverage packaging continuves to expand.
We are not only building new plants in Brazil, Russia and
Ausfria to meet the expected growth in demand, we are
converting lines to extend our capacity for special size
beverage cans such as the 160z, 240z and the Rexam
SLEEK™ can. The conversions not only ensure that we keep
our 120z capacity in balance but also that we meet growing
demand for these innovative sizes.

In 2006, we gained a foothold in the emerging Indian
market forming a joint venture with Hindustan Tin Works to
build the first beverage can making plant in India, The first
commercial cans are expected to roll off the line in the
second quarter of 2007.
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through our own and external business intelligence services.
It is clear that consumers will still need and want beverages
of some kind. New categories of drink would most likely
replace any void, and beverage cans are inherenily an
important part of a customers’ pack mix. The rise of the
energy drink segment and, more recently, nutritional drinks
and iced teas are examples of new categories.

Supply of faulty or contaminated products

Rexam's reputation as a business pariner relies heavily on
its ability to supply quality products on time and in full. The
consequences of not being able to do so, owing lo accidental
or malicious raw material coniamination or due to supply
chain contamination caused by human error or equipment
failure, could be severe. Such consequences might include
adverse effects on consumer health, loss of market share,
financial costs and loss of turnover. As part of cur
Environment, Health and Safety policy and our Lean
Enterprise framework we have strict control measures

and systems in place to ensure the safety and quality of
our products are maintained.

Financial risk

Rexam’s financial risk management is based upen sound
economic objectives and good corporate practice. Qur main
financial risks ore related to the availability of funds to meet
our businesses needs and movements in interest and currency
exchange rales as well as commedily costs. Derivative and
other financial instruments are used to manage exposures
under conditions laid down by the Rexam Board and
monitored by its Finance Committee.

Hedging activities are used to mitigate the following risks:
commeadity price and currency iransaction risks for
commodities; kair value and cash flow interest rate risks
associated with our borrowings and currency translation of
net assets and transactions in overseas subsidiaries.

Rexam does not use derivative financial instruments for
purposes other than for hedging its exposures. Accounting
standard 1AS39 was adopted on 1 January 2005, resulting
in the recognition at fair value of all derivative financial
instruments previously held off balance sheet under UK
GAAP. To avoid income statement volatility, and where such
benefits cutweigh the costs of compliance, we have
designated many of our economic hedges as hedging
instruments under IAS39, However, for certain effective
economic hedging relationships such hedge accounting
treatment is not permitted under IFRS. Where hedge
accounting is not achieved, fair value movements on
derivatives are recorded in the consolidated income
statement, which could give rise to earnings volatility.

Our policy is 1o maintain a range of maturity dates for
borrowings, and ‘o refinance them af the appropriate
time so as to reduce refinancing risk. The issue of longer
term borrowings through the Medium Term Note {MTN])
programme is a key element of the debt and financial risk
management process.

Fixed rate MTNs, in sterling and euros, were issued in 2002
and, simultoneous 1o issue, were swapped into floating rate
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euros and US dollars. Additional smaller private issues of
MTNs have been made, mostly at floaling rates, to fit into our
funding profile. This has enabled us to continue to manage
the fixed to floating rate proportion of borrowings and the
duration of the fixed rate borrowings independently of the
sourcing of funding. In line with this policy, we offered to
exchange €425m of our existing €550m MTNs, due in
March 2007, for o new issue of MTNs with a Jonger maturity
date. Further details of the Group’s financial risk management
and derivative and non derivative financial instruments are
sel out in notes 23 and 24 1o the consolidated financial
statements.

Tax risk

As o Group we seek to plan and manage our tax affairs
efficiently in the jurisdictions in which we operate. In doing
so we aim to act in compliance with relevani laws and
disclosure requirements. Tax planning will complement and
be based around the needs of our operating businesses.

In an increasingly complex international tax environment,
a degree of uncertainty is inevitable in eslimating our tax
ligbilities. We exercise our judgement in assessing the
required level of provision for tax risk and allocate resources
appropriately to protect our position.

Relationships

As a global consumer packaging company, we build
relationships with many stakeholders from customers and
employees to suppliers and people in the communities in
which we operate.

Customers

Locking first at our customers, the vast majority of our sales
are made fo large international consumer products
companies who are growing their businesses on a global
basis. They are invariably world class organisations requiring
consistency of service and quality to support their geographic
and product expansion aims. As their industries continue to
consolidate and expand they are becoming more global.

At the same time, they are concentrating their supplier base
and locking fo align themselves with global partners who
understand the scale and nature of their business, and who
can supply their needs on a local fevel.

Employees

We have just over 24,000 employees in more than 20
countries around the world. In the communities where
we operate we realise that we play an important rale in
providing employment and contributing fo society. As
mentianed under Resources on page 18, providing
employees with a safe, fair and stimulating place 1o
work is core to our business.

The Rexam vision - to be the leading glebal consumer
packaging company - gives our employees a direction for the
future and a clear sense of purpose. ‘leading’ covers many
areqs: service, innovation, market share, reach and
efficiency. It means being the best, and as a result of being
the best, to be the most profitable company in our business.
Leading also addresses how we treat each other. We want
to lead in creating a rewarding environment for our pecple.
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Al Rexam we recognise that pecple are vita! to the success of our business.
Tigining ond development plays a major part in relaining our people and
improving our business. To ensure a steady flow of talent, o Graduale
Recruilment Program was launched at the end of 2006. Rexam offers o
prestigious 18 month taining progrumme for groduates every year,
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Rexam’s websile is the first port of call for anyone wanling to discover more
about our Company. The websile contirues I win global awards, particutarly
for its Investor Relations section. This year we revised the Corporate
Responsibility section to bring it inte line with current reporting expectations.

Further gains in line with efficiency targets
40 -
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lean Enterprise is about making the best use of our assets so that we can
meel our customers” needs at the most competitive cost. The more efficient
ond produclive we can be, the more customers will value us. In recent yeors,
we have delivered in the region of £30m 1o £35m in efficiency savings each
yeor although 2004 tuither benefited from the synergies in conjunction with
the acquisition of Latasa, the South American beverage con maker.
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Our four core values, embodied in The Rexam Way, are
Continuous Improvement, Trust, Teamwork and Recogpnition.
They form a set of lundamental beliefs and underpin
everything we do. They give us standards by which we
can judge ourselves.

We know that involved, informed, motivated pecple create
great companies. We are committed to training and developing
our people at all levels through the organisation, whether by
group wide programmes for managers or through sector or
business programmes to ensure that people have the right
skills to perform their job. Training and development is
managed either centrally or on a local basis, depending on
what is most suitable to each of our program areas and
businesses. Our central programmes include the impact
Program {employee engagement}, the Talent Management
Program and the Horizon Program {an internal business
schoal for leaders}, all run by our Group Leadership
Development team.

To best manage our local employees specific development
and career advancement requirements we use a combination
of group wide standardised tools and processes. These
include online performance management and 360 degree
review systems which help identify employee performance,
development and career advancement needs. These are then
handled by our businesses to ensure employees receive the
most retevant and tailored training to match their specific
skills and needs.

Rexam strongly believes in the principles and techniques of
Lean Enterprise, the success of which relies heavily on
employee empowerment and involvement in the continuous
improvement of the business. Consequently, we have a
training programme in place to give all employees some
level of Lean Enterprise training. This ranges from overview
courses fo full four week Black Belt training in Six Sigma.
There is a certification process in place for both Lean
Enterprise and Six Sigma training, recognising employees’
success in the application of the training in their own
business. In addition, there is an annual Lean Enterprise
Award given by the Chief Executive Officer to the best
project work by an employee and his or her team. The roll
out of the Lean Enterprise training was started in 1999 and
it has contributed to the consistent delivery of efficiency
savings of around £30m year on year.

We are also committed to keeping our employees informed
of what is happening in the Group and at the local level, We
have a group wide employee briefing process and sectors
publish their own magazines to keep their employees informed.
We alse have a group wide publication ‘at rexam’ to provide
people with a broader view of our activities and to put things
into context. The Chief Executive Officer posts video broadcasts
on the intranet at important times of the year, such as half
year and full year results, or when there is a need to reach

a wider audience quickly.

Suppliers

Rexam uses over 30,000 suppliers globally. We have a
formal Corporate Responsibility [CR) programme designed to
develop o systematic approach in our supply chain. In 2004,




we developed this programme further with a focus on high
impact and high risk suppliers. At the beginning of 2005 we
re-evaluated all our existing CR initiatives. This resulted in a
more extensive CR programme and o realisation that additional
tools and training would be required to roll this out. Our
‘Responsible Sourcing Programme’ provides our employees
with the appropriate information and tools to enable them to
toke informed decisions on the issues associated with each
of our purchoses and to engage suppliers in the appropriate
improvement aclivities, where required. The programme and
tools are web based and largely “self informing’, which means
it is possible to roll them out globally to employees without
the need for extensive travel or time taken away from normal
activities for training. Whilst there is room for improvement,
we are committed to supporting global programmes and
lacilitating positive social and environmental change through
our supply chain.

Corporate Responsibility

As ane of the world’s leading consumer packaging
companies, we acknowledge our responsibilities towards the
environment and society as a whole. We are committed to
managing and reporting our impacts on the societies in
which we operate and are continually siriving to improve
and develop our Cerporate Responsibility [CR] policies and
performance.

Our approach to CR is risk based and we strive fo integrate
practical solutions inte our core management procedures.
We realise that sustainable development is an ongoing
journey and we adopt a programme of continuous
improvement to manage it, seeking innovative ways to
improve technology and management systems and ensuring
our decisions take account of the long term impacts.

Our CR programme addresses four clear areas:

e Envirenment — our environmental impacts and what we
do to manoge them

s Qur People - workplace environment, safety and human
rights for employees and stakeholders

» The Community — what we do to support the well being
of the communities around our plants

» Governance — our business procedures, code of conduct
and supply chain management

Each of these is dealt with below. For more detailed
information, refer to the CR section in our website,
WWW.Iexam.com.

Environment

Rexam has had a formal environmental policy in place since
1991. The policy is set and implemented by our senior
executives, led by the Chief Executive Officer, but ownership
at every level of our organisation forms the basis of the day
to day managemeni of environmental issues.

In terms of the environment, we have three broad objectives:
to reduce the consumption of resources; to minimise our
impact on nature; and to increase product value.
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Cur operations produce a range of air emissions including
carbon dioxide, particulates, nitrous oxide and volatile
organic compounds. We measure our performance using

o series of indicators based on industry and stakeholder
expeciations. We collect environmentat data from all eur
manufacturing sites using the proprietary global web enabled
Rexam Audit System [RAS) which is then callated to highlight
any areas for improvement and support and to identity best
practice for sharing throughout the Group.

The data covers the period June to June, rather than a
calender year; 2006 figures are therefore June 2005 to June
2006. The dato is normalised per tonne of production and
grouped inta our primary product types: metal {aluminiym
and steel), plastics and glass. These figures become our

eco efficiency indicators. Volumes of the aboeve mentioned
emissions, measured per tonne of production, continued to

fall during 2006.

For 2007, the RAS is being modified to improve our collection
of near miss data and to allow cross referencing of all incident
types and causes and the correspending audit scores and
recommendations.

Each plant has its own measurable fargets. These, combined
with our averall corporate requirements, form the basis of our
Group targets. This bottom up top down approach to target
setting helps to ensure consistency between our corporate
and operational goals and best practice identification.

The Group targets are:

* No uncontrolled or abnormal environmental releases

* No fines imposed or actions taken against the Group

* To implement at all our plants by the end of 2007 an
Environmental Management System [EMS] based on the
requirements of the International Environmental
Management System standard, 15O 14001

» To work with our principal suppliers to understand and
help reduce environmental impacts

During 2006, there were no material uncentrolled
environmental releases, although there were a number of
miner reported incidents of il and acid spillages which were
quickly remedied. In 2005, the Make Up plant in Annecy,
France, discovered a leak in the underground system for a
solvent used for cleaning metal parts, trichloroethylene {TCE].
Methods of extraction have been piloted during 2006 and
we will move into the industrial extraction phase once targets
for groundwater and seil concentration of TCE have been
established by local autherities. The TCE leakage has been
contained and does not present any immediate danger 1o the
environment, The remedial work is expected to toke at least
five years to complete.

We use the 1SO 14001 standard to define the overall
structure and requirements of our environmental management
systems. During 2006, we moved towards accredilation with
ISO 14001 and the majority of our sites are on target to
meet their 2007 deadline {see chart page 29) with the
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exception of our beverage can operations in North America.
They are implementing the requirements of the 1SO standard
and running a programme that will meet Group targets in
2008. Their system will be audited by external specialists
when implemented. The Plastic Packaging businesses in Asia
started work to achieve 1ISC 14001 in 2005 with a target of
certification by 2008.

Qur people

Rexam believes that it is responsible for its employees’
welfare and for providing a safe, clean, rewarding and
supportive environment for them to work in. We value the
positive cultural and background differences that our people
bring and we aim to harness this potential for innovation in
our business, processes, products and performance.

Motivation, engagement, recognition and development are
important foctors, along with the right of everyone to work
in an environment free from discrimination and bullying. In
return, we expect our employees to demonstrate high levels
of ethical behaviour and have a genuine respect for the
rights of individuals.

As part of our safety culture, each business reports details of
all health and safety incidents directly online. The incidents
are then collated and reviewed and programmes are put in
place to redress the related risks. The total number of days
lost per year has continued to reduce. In 2006 our average
Lost Time Accident Rate was 2.2 compared with 2.5 in 2005
having reduced from 14.3 in 2002. The severity of injuries
{(measured by the number of days away and/or restricted
time) has dropped by 74% in the period since 2002, Our
lost time accident rate includes restricted work days in the
calculations. This is @ more precise method than the one used
in our industry and by regulatory bodies such as the HSE
and OSHA.

The general accident rate for all our operations continues to
trend downwards. Reporting has improved significantly over
the last 12 months and first aid to lost time ratios at mosi
plants are in line with our expectations [6:1}. All operations
have introduced proactive indicators as performance
measurements.

In 2006 we initiated a diversity and inclusiveness (D&
programme in conjunction with our annual leadership
conference. To launch the programme we held a number

of workshops with our senior management to highlight the
business case for D&l and the way we intend to develop

and operate our business in @ manner that will help us build
a more diverse and inclusive culture - a precondition if we
are to achieve our aim of becoming a more market driven
company. We realise that D&l is not something that can be
managed by simply mandating a process: we are locking

at every level of our organisation across all our businesses
around the world and setting a commen goal of behaviour to
encourage our employees to act ethically, fairly and with an
open mind to all those they come into contact with. We have
taken a number of steps during the year including workshops
and developing appropriate plans down to country level
where needed.
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The industry rate is based on the US Lobor Statistics Data 2004
and 2005, Rexam adopts © more sringent measurement of
the lost time accident rate than the rest of the indusiry. The
Rexam definition includes lost and restricted lime covering

one shilt.
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The reduction in the Plastics energy consumplion is mainly
atiribulable 10 2005 acquisitions which use higher covitation
moulding machines ond therefore hove o greater ou'pul but at
u constant energy input. In 2006, we also divested o number
of energy intensive blow moulding operotions.
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Rexam is developing new praduct lines to suppert customers’ commitment
to sustainability. The products above use biodegradoble and recyclable
comn based and wood based resin. The casl is similar to thal of ¥aditionally
made products.

-

Where we manulacture packaging in emerging economies such as Brozil,
China and India, we are proaclive in these countries setting eco efficiency
goals in excess of local legol requirements. Above, @ mascara package that
we manulacture in Chino.
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During 200¢, we developed overview lootprint diagrams which map out
the environmental impacts of our can moking, plastic packeging ond glass
processes and products. These are availoble on our website.

The Community

Rexam plants are usually important constituents in their local
communities. They are not only substantial employers, but
they also contribute in many other ways: through charitable
donations; staff volunteering; product donations and any
other way in which they can usefully contribute to the strength
and well being of their local communities,

As 0 UK company, we made donations to two main UK charities
in 2006: The Prince’s Trust and the British Occupaticnal Health
Research Foundation. We supported the making of a film for
the Eco 4 The World Foundation, a United Nations sponsored
educational foundation. We also allecated funds to other
charities where we matched employees’ fundraising efforts.
However, the majority of cur community work is undertaken
on a local level.

In South Americea, for example, Rexam employees regularly
organise activilies to raise awareness about the importance
of susiainable development in the community. In 2006, they
produced leaflets to encourage recycling efforts, set up fun
environmental workshops for children and at local schools,
planted seeds in order to make a contribution to the natural
resources in the local communities in which we operate.

At our Swedish glassworks in the rural community of
Limmared, there is a good deal of commercial traffic to

and from the plant. It includes trucks supplying raw materials,
delivering finished products to our customers or unloading
the recycled malerials we use in our processes. To promote
road safety, Rexam provides high visibility vests to all the
children in the area. This not only makes them more visible
to drivers but also serves as a reminder to the children to

be aware of raffic and potential road dangers.

More examples of the work our employees have done,

ond continue fo do, to help the pecple and communities and
environment surrounding their sites can be found in the CR
section of our website,

Governance

We are committed to complying with the standards of
corporate governance in all countries in which we operate,
including UK governance rules contained in the Combined
Code on Corporate Governance. We also recognise the
additional standards that are expected of us in terms of how
we conduel our business lo ensure we behave and report in
an open and transparent manner,

As a leading global consumer packaging company, we
realise the importance of corporate governance issues. The
Boord openly embraces its responsibility to promote ethical
and sound business behaviour and to lead as an example

to the Group. In 20086, several aspects of our reporting

on corporate governance were highlighted in a report by
Independent Audit Limited in the UK as being good examples
of how companies should communicate in this area.

More informalion on our Corporate Governance can be
found on pages 44 to 53 of the Annual Report 2006.
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The movement in exchange rates had the following impact
on the translation into sterling for reported sales, underlying
operating profit and underlying profit before lax in 2006:

Underlying  Underlying

operafing profit

Sales profit  before tox

£m £m £m
US dollar (26) (3) (2)
Euro {n (1} {1}

Other currencies 3 1 1
Total {30) {3) {2)

Balance sheet

Maost of the Group's barrowings are denominated in US
dollars and euros. Year on year movements in exchange
rates reduced net borrewings by £82m, due principally 1o
the US dollar where the exchange rale moved from £1:1.74
at December 2005 to £1:1.96 af December 2006. Similarly,
net equity was reduced by £95m due to the changes in
exchange rates.

Retirement benefits
A detailed analysis of retirement benefits is set out in note 25
to the consclidated financial statements.

The analysis of the retirement benefit obligations net finance
cost is as follows:

2006 2005
£m £m

Defined benefit pension plans:
Expected return on plan assets 126 125
Interest on plan liabilities {137} {138)
TEIE]
Retiree medical inferest on liabilities {12} [16)
Net finance cost (23) 29}

Changes to the actuarial valve of refirement benefits at the
balance sheet date are shown in the siotement of recagnised
income and expense. These changes increased shareholders’
funds by £107m in 2006 as follows:

£m £m
Defined benefit pension plons:
Plan liabilities - principally higher
discount rates 101
Plan assets — returns higher than expected 32
Experience gains 2
135
Retiree medical:
Experience gains 13
Plan liabilities — higher discount rates 5
20
Actuarial changes before tax 155
Tax {48}
Actuarial changes after tax 107

34

During the year the Group introduced revisions lo its
obligations in respect of retiree medical benefits and defined
benefit pensions for certain employees in the US which
reduced liabilities by £39m and £15m respectively. The
Group is seeking to extend these revisions to other employees,
which, if successful, would generate a further significant
reduction in liabilities. There was a further reduction of

£3m in UK defined benefit pensions liabilities arising on

the disposal of businesses. The total reduction in liabilities
aftributable to these changes, after tax, was £37m, which
has been recorded within exceptional items.

Cash payments to defined benefit pension plans increased
as a result of o higher rate of contribution to the UK scheme,
which in 2006 included £20m to reduce its deficit. Based
on current actuarial projections, it is expected that cash
contributions to defined benefit pension plans and retiree
medical payments in 2007 will remain at similar levels to
those in 2006.

The fotal cash payments in respect of retirement benefits are
as follows:

2006 2005

£m £m

Defined benefit pension plans 44 26

Other pension plans 4 4

Retiree medical 12 18

Tota! cash payments 60 48
Underlying total net finance cost

2006 2005

£m £m

Net interest 90 76

Retirement benefit obligations net finance cost 23 29

Underlying total net finance cost 113 105

The underlying total net finance cost increased by £8m
compared with the prior year, primarily as a result of higher
average borrowings to fund acquisitions made in late 2005
and in the early part of 2006. In addition, interest rates were
higher duve in port fo cancellation of fixed to Aoafing interest
rate swaps in March 2005 and the fact that average market
interest rates for US dollor and euro borrowings were up by
160 basis points and 90 basis points respectively compared
with the prior year. The issue of a seven year €700m Medium
Term Note [MTN] in March 2006 enabled the Group to
refinance, in an exchange offer, o substantial portion of the
€550m MTN, due to mature in March 2007, and raised
additional finance at interest rates that were lower than the
existing MTN. In October 2006, shareholders approved the
early conversion of the convertible preference shares; on an
ongoing basis this will reduce inferest cost by £5m per annum,
Cverall, the average interest rale during the year was 6.2%,
the same as in the prior year.

Interest cover was slightly below 5 times underlying
operating profit, which is in keeping with the Group's long
term parameter to maintain its interest cover above 4 times.
Interest cover is based on underlying operating profit and
underlying total net interest expense excluding convertible
preference share dividends,




Tax

The tax charge for the year was £75m [25%) on profit before
exceptional items (2005: £89m (29%)}. This incorporates the
release of provisions held for specific tax exposures following
satisfactory progress of tax audits in Europe and the
reassessment of the recoverability of certain deferred tax
assets. The rale would have been around 31% excluding these
adjustments, reflecting the mix of territories in which Rexam
operates, partially offset by the availability of tax incentives
in certain jurisdictions. In 2007 and beyond the tax charge
is expected more closely 1o reflect the underlying position.

Cash lax payments in the year were £58m compared with
£47m last year. Payments in 2005 hod been reduced by
repayments received, following setflement of prior year tax
assessments, and by the utilisation of tax losses. It is expected
that the cash tax paid in Future years will continue to be
between 70% and 80% of the underlying income statement
tax charge.

Exceptional items
The exceptional items arising in 2006 are as follows:

£m
US retiree medical and pension gains 53
Restructuring and integration of businesses {29)
Amaorfisation of acquired intangible ossets (11)
Litigation claim {8)
Recognition of deferred tax assets on pricr
year acquisitions {3}
Disposal of businesses (3)
Total included in operating profit (1)
Sale of land and property by an associate 8
Early redemption of convertible preference shares (10)
Financing derivative market value changes 7
Total exceptional items before tax 4
Tax on exceptional iterns (?)

Total exceptional items (5)
In June 2006, o change to the US retiree medical plan was
made to coordinate prescription drug benefits payable to
certain refirees with cover available from the US government
through the Medicare Part D programme. This change
resulted in a gain of £38m, net of associated legat fees of
£1m. In December 2006, changes were made to the US
defined benefit pension plans, giving rise to a gain of £15m.

The principal restructuring cost arose in the Plastic Packaging
sector. The decision 1o exit from the non barrier thin wall
plastic packaging business resulted in the rafionalisation of
one plant and the sale of three further plants, as discussed
below. In response to slower demand within part of the Make
Up division, especially in the second half of 2006, action
was taken o reduce its cost base: in South East Asia, to
infegrote the existing business with the newly acquired
FangXin operations; and in France, to centralise the production
of more complex beauty products. The integration programme
initiated following the acquisition of Pracise Technology, in
December 2005, resulted in the closure of four facilities in
the US. In addition, a major restructuring of the administration
support function within the European beverage can operation
was completed.

Business Review

Infangible assets, such as technology patents and customer
coniracts, are required to be recognised on the acquisition of
businesses and amortised over their useful life. The directors
consider that separate disclosure of the amortisation of such
acquired intangibles amounting to £1 1m {2005: £nil} cids
comparison of arganic growth in underlying profit. Therefore
this cost, which may become more significant as the impact
of recent and future acquisitions is reflected, should be
separately disclosed within exceptional items.

Following a recent appeal ruling, a provision of £8m has
been made in respect of a legacy litigation claim relating 1o
an acquired business. The claim had been initiated before
the Group ossumed control of that business.

Consistent with the disclosure adopted in the 2005 consolidated
financial statements, the recognition of deferred tax assets on
prior year acquisitions of £3m (2005: £7m) has been included
in exceptional items owing to their size and because they
arise out of the transition to IFRS. They relate to the utilisation
of tax losses not recorded at the date of acquisition, which
result in a reduction in goodwill and a charge to the income
statement.

In keeping with the strategy to concentrate the food plastics
operations on high margin and faster growing morkets, three
non barrier thin wall plastic packaging businesses were sold,
realising a loss of £3m. In addition, the Petainer refillable
botile business was made available for sale.

The profit of £8m on the sale of land and property, foliowing
the relocation of a manufacturing facility by an associate in
Korea, has been included in exceptional items in view of its
size and one off nature.

In October 2006, shareholders approved the early conversion
into ordinary shares of the convertible preference shares.
Following the adoption of IFRS, the convertible preference
shares had become financially inefficient; the “debt” element
was reclassified from equity to barrowings, the dividend
thereon included within interest and no lax deduction was
available on that dividend. The enhanced conversion premivm
of £10m, including associated costs, has been included in
exceptional items due to its size and one off nature.

The fair value of the derivatives arising on financing activities
directly relates to changes in interest rates and foreign
exchange rates. The fair value will change as the fransactions
to which they relate mature, as new derivalives are fransacted
and due to the passage of time. The fair value change on
financing derivatives for the year was a net gain of £7m
{2005: £9m). The impact of embedded derivatives and
derivatives arising on trading items such as commodities

and forward foreign exchange confracts is included within
underlying operafing profit.




Business Review

Earnings per share

2006 2005
Underlying eornings per share [p) 40.6 39.5
Basic earnings per share {p) 39.7 40.4
Average number of shares {millions) 561 552
Year end number of shares {millions) 583 554

Underlying earnings per share, before exceptional items,
increased from 39.5p to 40.6p, an increase of 3%. This
increase was achieved principally due to the reduction in tax
rate discussed above and despite a higher average number
of shares in issue. The full year effect of the early redemption
of the convertible preference shares, due to the higher number
of ordinary shares in issue offset by a lower interest charge,
would have reduced the reported underlying earnings per
share for 2006 from 40.6p to 39.9p per share.

The basic earnings per share, which includes exceptional
items, for the year were 39.7p per share {2005: 40.4p).

Cash flow

Free cash flow was £173m compared with £248m in 2005.
This 30% reduction is largely due to an increase in growth
capital expenditure {discussed belaw), interest and tax
payments together with a higher level of retirement benefit
cash contributions offset by an impravement in underlying
operating profit and a lower outflow on working capital.
The increase in interest paid is principally aftributable to
the cancellation in March 2005 of certain fixed to floating
interest rate swaps, which allered the timing of payments,
and a higher interest cost related to acquisition funding.
Retirement benefit cash contributions and tax payments are
discussed above.

2006 2005
£m £m
Underlying operating profit 415 409
Depreciation and amortisation™ 170 172
Retirement benefit obligations (32) (20}
Change in working capital (6) (36}
Capital expenditure [net} {200) {161}
Net interest and fax paid (147) {104)
All other movements (27) (12)
Free cash flow 173 248
Equity dividends {103} (97)
Business cash flow 70 151
Acquisitions* * (215) {235)
Disposals* ** 25 58
Cuash flow including borrowings
acquired and disposed (120} 26)
Conversion of convertible preference shares 69 -
Other non cash movements 0 {35}
Share copital changes 9 6
Net borrowings at the beginning of the year (1,220) ({1,165)
Net borrowings at the end of the year (1,¥72) (1,220)

*

Excludes amortisation of certain acquired intangibles amounting
to €£11m {2005 £nil).

** Includes net borrowings acquired of £13m (2005: £129m|.
*** Includes borrowings disposed of £4m {2005: £43m)
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Capital expenditure

2006 2005
Capital expenditure [gross) [Em) 214 176
Depreciction and amorfisation {£m) 170 172
Ratic {times) 1.26 1.02

Capital expenditure includes computer software that has been
capitolised. Ameortisation in 2006 excludes £11m amortised on
patents, customer contracts and intangibles other than computer
software.

Gross capital expenditure [which excludes disposal proceeds)
was £214m, representing 126% of depreciation and amortisation.
This is above the historic rate of between 100% and 110% due
to the increase in expenditure on strategic and growth projects.
This reflects the response to a number of growth initiatives that
arose during the year and fits the strategy of expanding into
new ferritories or products to maximise profit potential,

Going into 2007 there will be more substantial investment in
growth and strategic projects, including: a wall to wall facility
in Austria to supply Red Bull; o new can plant and a one litre
can line in Russia; a second steel can line in Egypt; an end
making plant in Brazil; and a number of line conversions in
North America. These projects, fogether with those initiated in
2006 and a range of smaller projects within Plastic Packaging,
are expected to fuel profit growth in 2008 and beyond.
Therefore, it is anticipated that capital expenditure in 2007
will be within the range of 150% to 160% of depreciation
and amortisation, dependant on the timing of projects.

The total profit realised on sale of property, plant and
equipment during the year was £3m [2005: £7m}.

Acquisitions and disposals
Expenditure on acquisitions in 2006, including borrowings
assumed, totalled £215m, as set out below,

£m

Airspray NV 106
Egyptian Can Making Company {Ecanco) 58
World Glory Limited [FangXin) 31
India - Beverage Can ond Plastic Packaging businesses 13
Payments in respect of priar year acquisitions 7
215

The principal transactions were in Plastic Packaging with the
acquisition of Airspray in the Netherlands, FangXin in Ching,
and True Pack Private Limited in India. It is anticipated that

a further £4m will be paid in 2007 to finalise the FangXin
acquisition. These acquisitions are consistent with the sirategy
to grow the Plastic Packaging business, to enhance its
product offering and to participate in emerging market
growth areas such as South East Asia and India. Within
Beverage Cans, the acquisitions of Ecanco in Egypt and the
joint venture with Hindustan Tin Works Limited in India bath
serve to extend the geographic reach of the sector.




The principal disposal was the sale of three non barrier

thin wall plastic packaging businesses for £23m, including
borrowings disposed and costs, as they were not expected
to generate either high growth or achieve satisfactory margin
improvement.

Balance sheet and borrowings

As at
Asat 31.12.05
31.12.06 restated
£m £m

Goodwill and other intangible assets 1,532 1,510
Property, plant and equipment 1,191 1,186
Retirement benefits [net of tax} (365) [548)
Cther nef assets 63 81

2,421 2,229

Shareholders’ equity, including minarity

interests 1,249 1,009
Net borrowings 1,172 1,220

2,423 2,229
Return on invested capital {%) * 15.0 15.5
Interest caver (times| ** 4.8 5.8
Gearing [%)*** 94 121

*

Underlying operating profit plus share of associates profit after
tax divided by the average of opening and closing of each of
net borrowings and shareholders’ equity after adding back
retirement benefit obligations {net of deferred tax). The
definition has been changed to exclude the adjustment for
goodwill previously written off agoinst equity under UK GAAP
as this information is not now reported in the consolidated
financial statements.

Based on underlying operating profit divided by underlying
total net interest expense excluding convertible preference
dividends,

Bosed on net borrowings divided by shareholders’ equity
including minority inferests,

* &

3%}

The early conversion of the convertible preference shares
in October 2006 reduced net borrowings and increased
shareholders’ equity by £70m, which by itself would have
reduced gearing at December 2005 from 121% to 107%.

Net borrowings include interest accruals, certain financicl
derivatives and, in 2003, the liability element of convertible
preference shares os analysed below.

As at As at
31.12.06 31.12.05

£m £m
Net borrowings excluding convertible
preference shares and derivatives 1,277 1,224
Liability element of convertible
preference shares - 70
Derivative financial instruments {105) 74
Net borrowings 1,172 1,220

Derivative financial instruments comprise instruments relating
1o net borrowings {eg cross currency ond inferest rate swaps)
and those related to other business transactions {eg forward
commodity and forward foreign exchange deals). Total
derivative financial instruments are set out below.

Business Review

As ot As at

31.12.06 31.12.05

£m £m

Cross currency swaps 102 74
Interest rate swaps 3

Derivative finencial instruments included

in net borrowings 105 74

Other derivative financial instruments 29 41

Total derivative financial instruments 134 115

The increase in the value of cross currency swaps can be
mainly attributed to the weakening of the US dollar. The
reduction in other derivatives was due principally to the
increase in aluminium prices during 2006,

Dividend and dividend policy

This year the Beard is recommending a final dividend of
11.1p per ordinary share bringing the total dividend for the
year to 19.0p per ordinary share, an improvement of 5%.
This is in line with Rexam’s engoing policy to increase the
dividend payout by about 5% per annum, provided that the
financial resources are available and that underlying
earnings growth continues as expected.




Directors and Officers

Dovid Tucker

Jean-Pierre Rodier

Bill Barker Dovid Robbie David Gibson

The photos were taken in January 2007 when the Board visited the Dispensing Systems and Pharma plant in Le Tréport, France.
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Directors and Officers

The Board considers that, with the exception of the Chairman,
all the non executive directors are independent.

Chairman

Rolf Bérjesson (64)

Appointed to the Board on 10 January 1996
and as Chairman on 25 May 2004, Rolf
was the Chief Executive of the Company
from 1 July 1996 to 25 Moy 2004. He is
alse Chairman of Ahlsell AB and a non
executive director of Avery Dennison
Corporation and Svenska Cellulosa AB.

Non Executive Directors

Michael Buzzacott (59)

Appointed to the Board on 17 May 2000.
Michael is currently Chairman of Biokuels
Corporation plec and a nen executive director
of Croda International Plc. He held various
senior internationol positions in BP p.l.c. until
his retirement as Group Vice President,
Petrochemicals, in 2004.

Noreen Doyle (57}

Appointed to the Board on 22 March 2006.
Noreen is currently a non executive director
of Credit Suisse Group, Newmont Mining
Corporation ond GinetiG Group PLC, ond
o member of the Advisory Panel for the
Macquarie European Infrastructure Fund II.
She held various senior operational pasitions
at Bankers Trust Company ond at the
European Bank for Reconstruction &
Development {EBRD) until her retirement as
First Vice President of the EBRD in 2005.

Woltgang Meusburger [53)

Appointed to the Board on 1 December 2006.
Wolfgang currently sits on the board of a
number of international consumer goods
companies based in Europe and is
Chairman of the non executive board of
Schoellershammer and a non executive
director of BS Group, CCT Reig Group and
Chiquita Fruit Bar. He has held various senior
internafional positions in the consumer goods
industry and was Chief Executive of Tehibo
GmbH valil 2001. He now acts as an
advisor on management issues and business
development.

In addition to the executive
directors, the following are
members of Rexam’s Group
Management Committee

Jean-Pierre Rodier (59)

Appointed fo the Beard on 7 June 2006.
JeanPierre is currenily an associate with
Mediobonca Banca di Credito Finanziario in
Milan. He is also Chairman of Enterprises et
Personnel and an advisor to Corporate Value
Associates. He was Chief Executive of Union
Miniére and Chairman and Chief Executive
of MetalEurop France prior fo his appaintment
as Chairman and Chief Executive of Pechiney
until 2003 when Pechiney merged with Alcan.

Carl Symon {60)

Appointed to the Board on 17 July 2003
and as senior independent director on

8 February 2006. Carl is currently Chairman
of HMV Group plc, the BT Group Equality

of Access Board and Clearswift Systems
timited. He is also o non execufive director
of BT Group plc and Rolls-Royce Group ple,
and an Advisory Boord member of Cross
Atlantic Capital Partners. He held numerous
execulive positions with IBM Corp. in Canada,
USA, Latin America, Asia and Europe,
including Chairman and Chief Executive
Officer of IBM UK, until his retirement in 2001.

David Tucker [67)

Appointed to the Board on 22 Moy 1997.
David is a non executive director of CSR plc
and Edinburgh UK Tracker Trust plc. He will
refire at the Annual General Meeting 2007.

Executive Directors

Chief Executive Officer

Leslie Van de Walle [50)

Appointed 1o the Board on 17 Janvary 2007
and as Chief Executive Officer on

1 February 2007. Until December 2006
Leslie was Executive Vice President of Global
Retail of Royal Dutch Shell ple. Prior to
joining Shell he held a number of senior
international management posifions with
Cadbury Schweppes plc and was Chief
Executive of United Biscuits plke. He is o non
executive director of Aegis Group plc.

André Balbi

Beverage Can South America

Harry Barte
Beverage Can North America

David Gibson
Legal Affairs

Rudolph Kalveks

Business Development

Bill Barker [57])

Appointed to the Board on 21 January 2005
with overall responsibility for the Beverage
Cans businesses. Bill joined Rexam in 2001
as Sector Director of Rexam Beverage Can
Americas and in 2005 became Group
Director Beverage Cans. Before joining
Rexam, Bill was President of the Commercial
Solutions Group of Textron Fastening Systems
and President of OEA Automotive Safety
Products; both companies were headguartered
in the US.

Graham Chipchase [44)

Appointed fo the Board on 10 February
2003 as Group Finance Director and
become Group Director Plastic Packaging
with overall responsibility for the Plastic
Packaging businesses on 14 July 2005.
Before joining Rexam, Graham was Finance
Director of GKN plc’s Aerospace Services
business and, before that, he held varicus
positions within the BOC Group plc’s US
and European subsidiaries.

David Robbie [43)

Appointed to the Board on 3 October 2005
as Finance Director. Before joining Rexam
David was Chief Financial Officer of Royal
P&O Nedlloyd NV and, before that,

Chief Financial Officer of CMG ple.

He is a non executive director of the BBC.

Changes to the Board

Christopher Clark, who was the senior
independent director, refired from office on
8 February 2006. Lars Emilson, the former
Chief Executive of the Company, retired from
office on 1 February 2007.

Company Secretary
David Gibson (44)

Paut Martin
Information Management

Peter Moxom
Human Resources

Tomas Sjélin
Beverage Con Europe & Asio

Egbert Thising
Glass
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Directors” Report

The directors present their Report, the audited Group consclidated Principal acquisitions and disposals
financial statements and the audited Company financial statements Details of the Group’s acquisitions and disposals can be found in
for the year ended 31 December 2006. the Business Review. The following is o summary of the significant

transactions.
Business Review

A review of the development and performance of the Group, Acquisitions

including the financial performance during the year, can be The following 2006 acquisitions were disclosed in the 2005
found in the Business Review on pages 12 to 37, The principal Directors' Report.

activities, financial summary and key performance indicators

relating to the Group are set cut on pages 2 to 9 and a description The Group announced the acquisition of the Chinese beauty
of the principal risks and uncertainties facing the Group are packaging business of FangXin Limited on 25 January 2006,
discussed in the Business Review on pages 22 to 25. The acquisition was completed on 16 June 2006 for a total

consideration of £35m.,
The Annual Report has been prepared for, and only for, the

members of the Company, as a body, and no ather persons. The The acquisition of the Egyptian Can Making Company {Ecanco)
Company, its directors, employees, agents or advisers do not was announced on 30 January 2006 for a cash consideration of
accept or assume responsibility to any other person to whom this £58m and the acquisition was completed on & February 2006.
document is shown or into whose hands it may come and any
such responsibility or liability is expressly disclaimed. By their On 25 April 2006, Rexam launched a public offer to acquire
nature, the stalements concerning the risks and uncertainties Airspray NV, a dispensing systems business listed on the Dutch
facing the Group in this Annual Report involve unceriainty since stock exchange, for £106m. The offer was declared unconditional
future events and eircumstances can cause results and developments on 23 May 2006.
to differ materially from those anticipated. The forward locking
statements reflect knowledge and information available at the Additionally, Rexam announced on 21 August 2006 a joint
date of preparation of this Annual Report and the Company venture with Hindustan Tin Works Limited in India which was
undertakes no obligation to update these forward looking statements, completed on 14 October 2006. Rexam holds a majority stake
Nothing in this Annual Report should be construed as a profit in the acquired company, HTW Beverage Can {India) Private
forecast, Limited, and has made a cash investment of £7m.,
Dividends Rexam also announced on 21 August 2006 that it had acquired
Subject to shareholder approval, the directors have proposed True Pack Private Limited, an Indian plastic packoging company,
a final 2006 dividend of 11.1p per ordinary share. The total for a total cash consideration of £6m. The acquisition was
dividend for the year ended 31 December 2006 is 19.0p per completed on 25 September 2006.
ordinary share [2005: 18.12p).
Disposals
Dividend payments On 7 September 2006 the Group completed the disposal of its
Dividend  Exdividend Record  foyment nen barrier thin wall plastic packeging business in Yate, UK to
per share (p) date date date ..
Ordinary shores Sharp Inreq?ock lelted_ and on 2_5 Oclober .2006_ onnouncedl
Interim 2006 70 111006 13.1006 021106 the completion of the dispasal of its non barrier thin wall plastic
Proposed final 2006 1.1 090507 110507 060607 packaging businesses in Lidképing, Sweden and Siilling, Denmark
to Polimoon AS. These disposals were completed for an aggregate
Preference shares 3875 08.03.06 10.03.06 31.03.06 consideration of £23m including debt disposed and costs.

Preference shares 3.875 060906 080906 0210006




Directors
The Board of directors for the year ended 31 December 2006
and at the date of this report are set out on page 39.

As slated in the 2005 Directors’ Report, Christopher Clark retired
as senior independent director on 8 February 2006. Carl Symon
was appointed as senior independent director with effect from
this date.

The following directars have been appointed to the Board during
the year and up to the date of this report. With the exception of
Noreen Doyle, who stood for election at the Annual General
Meeting [AGM] 2006, those who will retire from the Board ot
the AGM 2007 are shown in the table below and, being eligible,
offer themselves for election.

Appointment of directors
Election ot
Name Position AGM 2007
Leslie Van de Walle  Chief Executive Officer /

(appointed 17.01.07}
Noreen Doyle

lappointed 22.03.06}
Wolfgang Meusburger Non executive director v
lappointed G1.12.06)
Jean-Pierre Rodier
(appointed 07.06.06)

[from 01.02.07)
Nen executive directer

Non executive director v

Leslie Van de Walle was appointed as an executive director on
17 Januvary 2007 and succeeded Lars Emilson as Chief Execulive
Officer on 1 February 2007, Lars Emilson refired from the Board
and as Chief Executive on 1 February 2007,

In addition to the above, the following directors will retire by
rotation from the Board and, being eligible, offer themselves for
re-election.

Re-election of directors

Re-election at

Name Position AGM 2007
Michaoel Buzzacott Non executive director v

Carl Symon Non executive director v

The Board’s reasons for, and recommendation of, the election or
re-election of the directors identified in the tables above can be
found in the Corporate Governance Report on page 47 and in
the Notice of AGM 2007.

David Tucker was re-elected as a non executive director at the
AGM 2006 for a further one year period as he had then served
on the Board for a continuous period of nine years. He will retire
from office af the AGM 2007.

The service contracts of the executive direciors and the lefters

of appointment for the non executive directors are available for
inspection at the registered office of the Company and will be
made available at the AGM 2007, as specified in the Notice of
AGM 2007

Directors’ interests

None of the directors had any interest during or at the end of
the year in any contract of significance in relation to the business
of the Company or its subsidiary undertakings. The executive
directors are deemed to have an interest in the Rexam PLC
ordinary shares held by the Rexam Employse Share Trust as
detailed in note 28 to the consolidated financial statements.

Full details of the share interests of those directors holding office
on 31 December 2006 in the ordinary share capital of the
Company, including any interest of a connected person, are

set out in the Remuneration Report.

Research and development

The Group commits sufficient funds to enable it to keep in the
forefront of oll relevant product, process, market and system
developments in the sectors in which it operates. Rexam works
actively to manage a balanced innovation portfolio of custom
and Rexom standard products. This has been achieved by
estoblishing separate internal, customer led and open innovation
programmes. Rexam's leadership in this area is demonstrated
by the number of new consumer packaging preducis launched
which inelude Rexam standard producis such as the SLEEK™ can
and the Pradigio™ airless dispenser. Expenditure on research and
development during the year amounted to £14m (2005: £12m).

Financial risk management

The financial risk management and objectives of the Group and
the exposure of the Group to price, credit, liquidity and cash
flow risk are set out in the Business Review and note 24 1o the
consolidated financial statements.

Corporate responsibility

Information relating to the Company’s policies towards
environmental, social and governance areas of corporate
responsibility {CR) can be found in the Corporate Responsibility
section of the Business Review. During 2006 Rexam developed a
comprehensive CR section on its website, where numerous case
studies, policy documents, facts and figures underlining Rexam's
involvement in and commitment to the four main areas of CR that
have been identified by the Company - Environment, Our People,
the Community and Governance - can be found.




Corporate Governarce Repor!

Policy for directors’ remuneration

The Remuneration Committee, which is chaired by the senior
independent director, consists of independent non executive
directors and determines remuneration levels and specific packages
appropriate for each executive director, taking into account the
Group’s annual salary negetiations, No director is permitted to be
present when his own remuneration is being discussed, nor to vote
on his own remuneration. The Remuneration Committee considers
that the procedures in place provide a level of remuneration for
the directors which is both appropriate for the individuals concerned
and in the best interest of shareholders.

The remuneration of the Chairman and senior independent direcior
is determined by the Remuneration Committee (the Chairman or
senior independent directer absenting himself from the discussions
and vote] and non executive directors’ fees are recommended

by the Chairman and Chief Executive Officer and approved by
the Board.

Accountability and audit

Financial reporting

The intention of the Annual Report and the Interim Report is to
provide a clear assessment of the performance and prospects
of Rexam. The Company prepares o full Annual Report and an
Annual Review. The Annual Review qualifies as a Summary
Financial Statement and condenses the information contained
in the Annual Report. Shareholders who have not requested the
Annual Report will receive the Annual Review. In the Annual
Report, following their annual audit, the Company’s auditor
includes an independent report to members. The Interim Report
includes a review report to the Company prepared by the
Company's auditor.

For 2006 the Annual Report contains a Business Review which
aims to summarise the Group’s business strategy, objectives,
strategic risks and financial and nen financial performance.
The Business Review can be found on pages 12 to 37,

Internal control

There is on ongoing process which has been in place during
2006 and up to the date of this report for identifying, evaluating,
managing, monitoring and reporting the risks faced by the Group.
This formal process, monaged through the use of Audit and Risk
Committee {ARC] meetings, is the responsibility of all of the
Group's businesses and is overseen by the Finance Director and
head of Internal Audit. ARC meetings are held with management
to review the resulis of their internal risk assessments and such
meetlings include the continuing evaluation and development of the
process for reviewing the effectiveness of the Group's system of
internal control which includes all aspects relating fo financial,
envirenmental, social and governance related matters.

During 2006 the process was further refined with the introduction
of risk register forms to give more detailed reporting of the
methodology used to quantify the risks identified, frend analysis
and the use of key performance indicators (KPls) 1o help measure
and assess the benefits of mifigation steps taken to manage the risks.

ARC meetings also include the results of internal audit activity
covering the financial controls and risks as well as the physical
risks (health, safety and environment) of all operations in the Group.
The results of this process are reported to the Audit Committee by
the Finance Director and the head of Internal Audit providing an
opportunity for that Committee to discuss and analyse the risks
reported.

In particular, and in accordance with the Turnbull Report guidance
referred to below, the ARC was advised of the discovery of a leak
in the underground system for a solvent used for cleaning metal
parts at the Rexam plant in Annecy, France. Following a detailed
assessment of the situation remedial oction has been taken as
detailed in the Corporate Responsibility section of the Business
Review. Through the reporting of the Rexam Audit System the
circumstances which gave rise to this incident have been examined.
A process has been put in place for the regular examination of
pipework used for solvents io reduce the likelihood of this type of
leak happening again and all incidents of this nature are to be
reported fully at the earliest oppertunity so that remedial action
can be taken without delay.

Further details of the main risks encountered by the Group are
included in the Business Review.

All directors are responsible for establishing and maintaining an
efective system of internal control. Whilst all elements of risk can
not be eliminated, the system aims to identify, assess, prioritise
and, where possible, mitigate the Group’s risks. Although no
system of internal control can provide absolute assurance against
material misstatement or loss, the Group’s systems are designed
to provide the Board with reasonable assurance that assets are
safeguarded, fransactions are authorised and recorded properly
and that material errors and irregularities are either prevented or
detected within a timely pericd.

The Board, in reliance upen the detailed work performed by

the Audit Committee, confirms that it carried out a review of the
effectiveness of the system of internal control operated within the
Group during 2006 in accordance with the requirements of the
Code and the revised guidance issued in October 2005 ‘Internal
Control: Guidance for Directors on the Combined Code’ {the
Turnbull Report). The Board will continue to carry out such reviews
on an annual basis. This review covers all controls, namely
financial, operational, compliance and risk management.

In order to discharge its responsibilities in this regard the Board
has established and regularly reviews the procedures necessary
to implement the internal control requirements of the Code.




The framework which the Board has established with a view to
providing effective internal control is supported by the following
key areas:

Financial reporting

The Group has a comprehensive system for reporting financial
results to the Board. An annual budget and strategic review are
prepared for each business and are consolidated for review by
the Board before being formally adopted. During the year,
monthly management accounts, including cash flow and capital
expenditure reporting, are prepared with a comparison against
budget and prior yeor. Forecasts are revised in the light of this
comparison and also reviewed by the Board.

Responsibility

There are clearly defined lines of responsibility and levels of
authority in operation throughout the Group, with specific
matters reserved for the Board. Businesses are decentralised
with operating autonomy and financial responsibility delegated
to corporate and local management to the extent that they have
approval to operate within acceptable levels of authority and
risk.

Procedures and controls

There are formal written Group financial procedures and
controls in operation, including specific procedures for treasury
matiers and the approval of significant contracts. Corporate and
local management are required 1o complete year end and half
year representation lefters formally confirming that their businesses
comply with the Group’s financial reparting policies and other
Group policies and procedures.

Internal audit

An internal audit function monitors the accounting and financial
risks faced throughout the Group and the contral systems in
operation lo manage these. The findings are reported to the
Audit Commitiee.

Risk managemeni

An internal risk management function together with operational
management are responsible for monitoring the processes within
the Group which identify, evaluate and manage the significant
health, safety and environmental risks faced by Group businesses.
All businesses have introduced an externally verified system of
auditing and assessing the obility of their operations to identify,
measure, reduce, control and review these physical risks. The
results of these audits are reported upon and reviewed by local
management, corporate management and the Audit Committee
in order fo ensure that appropriate actien plans are developed
and implemented.

Audit Committee and Auditor

The Board has delegated responsibility to the Audit Committee for
reviewing an effective system of internal contral and compliance,
accurate external financial reporting, fulfilling its obligations
under law and the Code, and managing the relationship with the
Company's external auditor. The Commitiee members comprise
independent non executive directors. The Board is safistied that
David Tucker, chairman of the Commitiee, who is a chartered
accountant with extensive financial experience through his past
and present involvement with various listed companies and
pension trustee bodies, and Michael Buzzacott, a qualified
accountant who has held o number of senior financial positions in
BP p.l.c., have recent and relevant financial experience to enable
them 1o discharge fully the duties of the Committee. Michael
Buzzacott will succeed David Tucker as Chairman of the Audit
Commitiee on 3 May 2007. Should it be requested, the
Committee has access to independent expert advice at the
Company's expense.

The Committee approves the appointment of the head of Internal
Audit. The annval programme of internal audit assignments is
reviewed and approved by the Committee which also ensures
that the involvement of the internal and external auditors is
co-ordinated.

In 2006 the internal audit function and its performance,
effectiveness and relationship with the Company’s external auditor
was assessed by the Committee and a report was made to the
Board. This assessment included both an internal survey of the
internal audit’s performance and an external review by KPMG LLP
of a number of internal audit reviews carried aut at significant
operations within the Group.

During 2006, the Commitiee met independently with the Company's
external auditor to discuss informally matters of interest. The
Chairman of the Committee had meetings with the head of Internal
Audit without any other member of management being present.

The terms of reference of the Audit Committee, which are reviewed
annually, set out more fully the responsibilities of the Committee
and can be found online at www.rexam.com, The performance
and elfectiveness of the Committee is reviewed as part of the
main performance appraisal of the Board and all its Committees.

The Committee meels at least four limes a year with representatives
of the Company’s external auditor. At the request of the
Committee’s Chairman, the Chief Executive Officer, Finance
Director and head of Internal Audil attend for part of each
meeting. The first meeting within the annual audit cycle is to
consider the nature and scope of the audit and 1o consider any
additional special reviews that may be necessary. Further
meelings are held prior to the approval of the interim results and
the final results to consider the annual audit, any special reviews

undertaken, the business risks facing the Company and findings
from the ARC meetings.
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Executive Share Option Scheme 2007, Savings Related Share
Option Scheme 2007 for UK employees and Savings Related
Share Option Scheme [Republic of Ireland) 2007 at the AGM
2007, Further details of the new schemes can be found in the
Notice of AGM 2007.

The Company currently operates o Long Term Incentive Scheme
and an Executive Share Option Scheme for executive directors,
the GMC and other senior managers. The Committee believes it

is beneficial for the executive directors and most GMC members to
align their inferests with those of the shareholders through the Long
Term Incentive Scheme. The participation of the executive directors
and most GMC members in both schemes is annually reviewed
and in 2005 the Committee determined that, from 2006, the
executive directors and most GMC members would not participate
in the Executive Share Option Scheme. It is believed that this more
closely aligns the interests of the participants with the interests of
the shareholders. The Savings Related Share Option Schemes are
not subject o performance conditions since they are all employee
schemes for UK and Irish employees and eligible employees
participate on the same terms. There is no requirement for a
payment fo be made on the granting of an option under any

of the schemes.

The Company measures Rexam's performance using fotal
shareholder return (TSR] for the Long Term Incentive Scheme

and is currently using economic profit growth for the Executive
Share Option Scheme. The performance conditions applicable to
the grants under each Scheme are summarised in the following
sections of the report and are the same for each executive director
and GMC member. There is no retesting of performance conditions.

During the year, the Company remained within the headroom
limits as set oul in the rules of its option schemes for the issue of
new shares. At 31 December 2006, the position under the '5%
in 10 years limit for discretionary share option schemes was that
shares equivalent to 4.0% {2005: 4.0%) of the issued ordinary
share capital had been allocated, whilst under the “10% in 10
years’ limit for all share option schemes, the equivalent number
of shares allocated was 5.0% [2005: 5.1%}.

Ltong Term Incentive Scheme

Annual grants of options over ardinary shares are made to the
execulive directors and most GMC members at the discretion

of the Committee and are structured as oplions to allow the
participants to choose when to exercise and thereby crystallise
a gain, subject to the option having vested. The Committee may
use its discretion as fo the multiple of salary on which the option
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caleulation is based. For 2006 the Committee determined that the
valve of the annual grant should be increased from 3 times to 3.5
times annual basic salary as the executive directors and most
GMC members no longer participated in the Executive Share
Option Scheme. Options are granted aver a number of shares
caleulated by dividing a multiple of basic salary by the average
ordinary share price for the preceding calendar year. The options
may be exercised on or alter the third anniversary of the
commencement of the measurement period, subject to vesting,

at a nominal cost to the participant.

TSR has been chosen as the method for evaluating Rexam’s
performance because it is robust and focuses on comparative
performance. By overaging the share prices of the members of
the comparator group, abnormal shere price movements do not
significantly affect the calculation. The calculation compares the
TSR received by a shareholder investing in a Rexam ordinary
share with the TSR that would hove been obtained by investing
in each of the companies comprising the comparater group.

TSR is caleulated by external advisors as the internal rate of return
of the series of cash flows that result from share ewnership. The
share is assumed to be bought at the beginning of the measurement
period at the average price over the previous year and sold at the
end of the measurement period af the average price over the final
year of that period. Dividends are treated as cash receipts and
fund raisings, such as rights issues, as cash payments.

The performance conditions determining the levels of vesting for
each grant have been chosen to strongly incentivise executive
directors and most GMC members to achieve the highest levels
of TSR, thereby rewarding outstanding performance. The number
of shares which actually vest is dependent upon the Company's
comparative TSR over a three year measurement period,
commencing on 1 January of the year in which the option is
granted. The Committee believes that by using TSR 1o assess
performance, the inlerests of the directors and senior executives
and the shareholders are closely aligned.

The Committee considers and determines the performance
conditions and comparator group at the beginning of each
measurement period for the grants to be made in that year. The
FTSE 100 General Industriols sector to which Rexam belongs was
net considered o suitable comparator group as it contains diverse
groups of companies, many of which have little in common with
Rexam. As Rexam is a focused consumer packaging group with
global operations, the comparator group is an international group
of companies of similar size, complexity and international reach.




T NI e s s g e g e e

Below median None
Between median and tenth 8.3-66.6
_ Between tenth and fifth 66.6 - 100
Above fifth 100

Between the median and the tenth percentile, and the tenth and
fifth percentile, vesting will be calculated on o straight line basis.
If Rexam’s performance is below the median af the end of the
respective measurement period the options will lapse.

2003 grant

The options granted in 2003 vested on 1 January 2006 following
the closure of the measurement period on 31 Decomber 2005.
Rexam ranked fifteenth which fell between the median and twenty
sixth percentile of its comparator group. Therefore 22% of the
number of shares under option vested and can be exercised in
accordance with the rules of the Scheme.

2004 grant

The 2004 options were granted to executive directors and

most GMC members based on the mulfiple of 3 times annual
basic salary. The three year measurement period closed on

31 December 2006 and Rexam ranked twenty second which
tell below the median percentile of its 2004 comparator group.
As a resull, none of the shares under option have vested and all
outstanding opfions lapsed on 1 January 2007.

The opticn granted to Lars Emilson on 26 April 2005, which was
subject to the same terms and condifions, measurement period,
exercise period and performance conditions that applied to the
2004 grant, has also not vested and the option lapsed on

1 January 2007.

2005 grant

The 2005 options were granted fo executive directors and
most GMC members based on the multiple of 3 fimes annual
basic salary. The measurement period is 1 Janvary 2005 to
31 December 2007 Performance will be measured against
the 2005 comparator group chosen by the Commitiee ot the
beginning of the measurement period.

et -

Comparator groups

The following companies, quoted on a number of the world’s major
stock exchanges, comprise the 2003, 2004, 2005 and 2006
comparator groups.

Aga Foodservice Group Heineken

Alcan Huhtaméki

Alcoa ICI

Amcor Interbrew

Amersham (2003, 2004)*  Kidde (2003, 2004, 2005)*
Anheuser-Busch Nestlé

Associated British Foods Norsk Hydro

Ball Northern Foods
Baxter International Owens-lllinois

Bemis Pactiv

Cadbury Schweppes Pechiney {2003)*
Carlsberg Reckitt Benckiser
CocaCola Co SABMiller

Corus Rexam

Crown Holdings Scoftish & Newcastle
Dairy Crest Sealed Air

Diageo Smith & Nephew

Dow Chemical Sonoco Products
Eastman Kodak Toyo Seikan
Geest (2003, 2004, 2005)* Unilever

Groupe Danone

* Amersham, Geest, Kidde and Pachiney were delisted on their respective stock exchangas
dus o takeaver or margar while thay were members of the comparalor groups for the years
shown abave. They remain in the comparator group for the duration of the performance
pericd and the retuen to shareholders is calculated by <ombining the return abigined prior
to delisting with the return on the cash, equily or ather instruments received in exchange for

the criginal shara for the balance of the period.

Details of the grants currently held by directors are shown on
page 65.
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determined at the discretion of the Committee, as permitted by
the rules of the respective scheme, An executive director will not
retain his right to shares granted to him under option if he resigns
from employment or is dismissed for gross misconduct.

payable will be retained by the executive difector unless

otherwise agreed.

The table on page 62 shows details of the directors’ contracts
ond letters of appoinfment,
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Contracts of employment

The executive directors’ contracts of employment and the non
executive directors’ letters of appointment are available for
inspection by any shareholder of the Company during normal
business hours at the registered office of the Company on
Monday to Friday [public holidays excepted).

Duration of contracts

The Company’s current policy is that all executive directors serve
under conlracts terminable on one year's notice. However, in
exceplional circumstances, the policy ollows for an externally
recruited executive director to be offered a contract terminable by
the Company on two years’ notice for the first year of appointment.
Thereafter, the confract becomes terminable on one year's notice.
No two year notice period exists for any current director,

Executive directors’ contracts continue until the director reaches
retirement at the age specified in the contract of employment [or
such other dote os agreed between the director and the Company).
The contract can also be terminated by either party before the
retirement age, subject o required notice.

Termination of contracts

The Company’s policy in relation to termination payments under
executive directors’ contracts is that the coniract may be terminated
without notice and without payment of compensation on the
occurrence of certain events, such as gross misconduct. If the
Company terminotes a UK based executive director’s contract
without cause and in breach of the notice requirement, it will make
a monthly payment in lieu of notice comprising salary, short term
bonus at target and, if applicable, a pension supplement until

the earlier of the director commencing in o new position and

the notice period expiring. The executive director has a duty to
mitigate his loss of office and actively seek to secure alternative
comparable employment at the earliest opportunity thereby
reducing his need for compensation. Pensionable service does
not accrue during the pericd of notice.

Change of control

if there is a change of control of the Company and, at any time
within one year following that event, an executive director’s
employment is terminated without cause, the executive director
will be entitled to compensation equal to an amount in liev of
notice but with no requirement to mitigate. He retains the right to
share based entitlements, including those which are within the
measurement pericd for vesting purposes. All entitlements may be
exercised within a predetermined time frame in accordance with
the respective scheme rules and, if appropriate, the sirueture of
any general offer to acquire the Company.

Share based entitlements

Any share based rights granted to an executive director will be
determined at the discretion of the Committee, as permitted by
the rules of the respective scheme. An executive director will not
retain his right to shares granted to him under option if he resigns
from employment or is dismissed for gross misconducl.

Remuneration Report

Leslie Van de Walle's contract of employment

Leslie Van de Walle has o one year rolling contract of
employment which reflects the Company's policy as detailed
above. His initial salary is £750,000 per annum which will be
reviewed annually. He is eligible to participote in the short term
annual cash incentive scheme and the Long Term Incentive Scheme
with effect from 1 January 2007 at the same levels as the other
executive directors. He is also entitled to relocation assistance in
accordance with the Company’s relocation policy.

To compensate Leslie for the loss of bonus and opfion payments
from his previous employer, on his appointment as Chief Executive
Officer on 1 February 2007, he became entitled to receive a
payment of €2 million which is taxable but not pensionable, He
also become enlitled o receive a grant of options over 695,876
shares through the current Long Term Incentive Scheme. The option
will be subject to the same terms and conditions, measurement
pericd, exercise period and perfermance conditions that applied
to the oplions granted to the other executive directors in May 2006.

If Leslie leaves Rexam's employment within 24 months from the
date of his employment by reason of resignation or dismissal,
he will ke obliged to repay the €2 million (net of tax), refund
all relocation costs [net of tax) and any options will lapse.

Non executive directors

Non executive directors are generally appointed for an initial
three year term renewable thereafter, at the discretion of the
Board, for a maximum of two further three year terms. They are
subject to election by shareholders at the first Annual General
Meeting following their appointment and ot least once every
three years thereafter. Appointments of non executive direciors
are terminable without payment or compensation by either the
Company or the director giving written notice.

The non executive directors receive an annual fee with an additional
fee if they serve as chairman of a Board committee. The Chairman
and the senior independent director receive fees in line with
current market practice.

During 2006 the annual fee for non executive directors {excluding
the Chairman) was reviewed in fine with market practice and,
from 1 January 2007, the fee will be £45,000 per annum with
an additional fee of £10,000 per annum if the non executive
director is also chairman of a Board committee. The annual fee
for the senior independent director is £50,000.

External directorships

The Company's policy on executive directors having non executive
directorships with other companies is that such appointments are
permitted, subject to the approval of the Chairman of the Board
and taking account of the requirements of the Code. Any fees
payable will be retained by the executive director unless
otherwise agreed.

The table on page 62 shows details of the directors’ contracts
and letters of appointment.
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Directors’ contracts

Date of Date of Expected Notice period Compensation on
Executive director Notes appointment contract retirement age {Company} early termination
Bill Barker i 21 Janvory 2005 3 December 2004 60 1 year As policy
Graham Chipchase 10 February 2003 1 October 2002 60 1 year As policy
Lars Emilson fi 21 October 1999 23 March 2001 - - -
David Robbie 3 October 2005 24 August 2005 60 1 year As policy
Leslie Van de Walle ifi 17 January 2007 11 September 2006 60 1 year As policy
Effective date of
Date of Date of original tatest ravised letier
Non executive director appointment letter of appointment of appointment Expiry of lerm
Rolf Bérjesson 25 May 2004 5 April 2004 - 24 May 2007
Michael Buzzacott 17 May 2000 5 April 2000 17 May 2003 16 May 2007
Noreen Doyle 22 March 2006 20 March 2006 - 21 Morch 2009
Wolfgang Meusburger 1 December 2006 26 October 2006 - 30 November 2009
Jean-Pierre Rodier 7 June 2006 6 June 2006 - 6 fune 2009
Carl Symon iv 17 July 2003 16 July 2003 17 July 2006 16 July 2009
David Tucker v 22 May 1997 9 May 1997 20 Morch 2006 3 May 2007

Notes

i Bill Borker's employment contract as Group Director Beverage Cans was not replaced on his appointment as on executive director on 21 January 2005,
i Lars Emilson retired as an executive direcior and Chief Executive an 1 February 2007 and from employment with the Campany on 3 February 2007.

iii Leslie Van de Walle was appointed an executive director on 17 Jonuary 2007 and as Chief Executive Officer on 1 February 2007 .

iv Carl Symon replaced Christopher Clark as the senior independent director and chairman of the Remuneration Committee on 8 February 2006.

v David Tucker was re-elected as o non executive director at the AGM 2006 and will retire from office at the AGM 2007,

62




Directors’ emoluments (audited information)

Remuneration Repeort

2006 2006
2006 Benefits Pension 2006 2004 2005
Fees/salary inkind  supplement Bonus Total Total
Nates £0400 2000 £000 EQOO £000 ECOO
Chairman
Rolf Bérjesson 240 - - - 240 240
Deputy Chairman
Christopher Clork [retired 08.02.2006) 10 - - - 10 20
Non executive directors
Michael Buzzacott as - - - a5 45
Noreen Dayle (appointed 22.03.2006) N - - - n -
Wolfgang Meusburger {appointed 01.12,2006} 3 - - - 3 -
lean-Pierre Rodier {appointed 07.06.2006) 23 - - - 23 -
Carl Symon i 49 - - - 49 40
David Tucker ii 50 - - - 50 45
451 - - - 451 460
Executive directors
Bill Barker i 415 52 - 49 516 744
Graham Chipchase 375 6 22 56 459 610
Yves Dominiani iv [retired 14.07.2005) - - - - - 200
Lars Emilson v {retired 01.02.2007) 565 5 a7e 50 999 1,260
David Rebbie {appointed 03.10.2005) 361 1 12 50 424 158
1,716 64 413 205 2,398 2,972
2006 Total 2,167 64 413 205 2,849
2003 Total 2,021 77 457 877 3,432
MNotes

i Carl Symon's fees were revised from £40,000 to £50,000 on 8 February 2006 to include £5,000 for his chairmanship of the Remuneration Committee
and £5,000 for his position as senior independent director.

i David Tucker will continue as Chairman of the Retirement Benefits Committee of Rexam PLC following his retirement from the Board on 3 May 2007.

i Bill Barker receives a housing allowance of £75,000 {2005: £49,332) which is disclosed in the above table as part of his salary. Housing allowances
are excluded for the purpose of calculating pension or incentive entitlements. He was reimbursed for relocation expenses of £19,306 (2005: £19,722)
incurred os a result of his move from the US to the UK.

iv  Yves Dominioni retired os an executive director on 14 July 2005 and remained as an employee to advise on the operation and continving development
of the beauty and pharmaceutical packaging businesses until his retirement on 14 January 2007 . He received £369,932 in 2006 {2005: £375,264 of
which £200,484 was paid whilst he was a director of the Company and is included in the above table) in salary ond benefits in respect of his
continued employment under the terms of his employment coniract.

v lars Emilson received a pension supplement shawn in the above table, part of which was directed into his Swedish pension arrangements unfil July 2005,
after which the full supplement was paid to him,

The benefits in kind provided to directors comprise one or more of private healthcare, membership of a Company pension scheme, including life assurance
pratection and the payment of professional fees. Achievement against targets for 2006 resulted in an average short term bonus of 6% {2005: 61%) of basic
salary for eligible directors ond, including discrefionary bonuses, this increased fo 13%. In view of the difficult frading environment and the resclute response
to it, the Committee awarded discretionary bonuses, which are disclosed in the above table under Bonus, to Lars Emilson (£50,000), David Robhie
(£50,000} ond Bill Barker [£15,000).

The notice period for Stefan Angwald, a former Chief Executive, expired on 31 October 2006 and all payments due to him under his contract of
employment ceased on this date. During 2006 Stefan Angwald received £1,000,053 {2005: £1,251,282) comprising payments in liev of notice of
£999,027 [2005: £1,191,782) and £1,026 [2005: £59,500) as reimbursement for relocation costs and professional fees incurred by him which he
waos enfitled to receive up fo the expiry of his notice period. In 2006 he received ten monthly paymenis of £92,315 and one payment of £54,443 in
lieu of notice, these payments were reduced by £48,586 in respect of earnings from new employment.

No amounts were paid to third parties in respect of any executive director's services to the Company and, other than the payments to Stefan Angwald
detailed above, no termination payments were made to any ofther past direciors during the year. No executive directors held a nen executive directorship
in any other company during the year. David Robbie's appointment as a non executive director of the BBC was effective from 1 January 2007,

Details of each director’s share incentives can be found on pages 635 to 67.
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Retirement benefits {audited information)

The following directors were members of defined benefit
arrangements provided by the Company during the year.
Entittements and corresponding transfer values increased
during the year as shown in the table below.

71

m 12) {3) 4 {5) (6) Transfer value

Gross increase Increase in Total accrued Transter value Change in Transfer value of cccrued

in eecrued accrued pension pension of net increase transfer of accrued pension ot

pension  excluding inflation 31.12.06 in accrual volue during pension at 31.12.05

per annum per annum per annum aver period period 31.12.06 restated

£000 £600 £000 £000 £000 £000 £000

Groham Chipchase 10 10 N 89 97 226 108
Lars Emilson 8 4 207 17 75 898 823
David Robbie 10 10 1 69 69 113 9
Transter value

Transfer volue Change in Transfer value of accrued

Gross increase increase in Total accrued of net increase transfer of accrued entitlement at

in accrued  accrued entiflement entitlement in accruc! value during entiflement ot 31.12.05

entitlement  excluding inflation 31.12.06 over period period 31.12.06 restated

£000 £000 E0OO0 £000 £000 £000 £00C0

Bill Barker 13 7 264 6 (20) 264 284
Yves Dominioni 7 6 36 6 7 36 24

Notes

i Pension accruals shown are the amounts which would be paid annually on retirement. For Yves Dominioni the total accrued entitlement represents a
single payment which would be made on termination of employment and, for Bill Barker, the entitlement includes a cash balance amount based on
service to 31 December 2006.

i Transfer values {columns 4, & and 7} have been calculated in accordance with version 8.1 of guidance note GN11 issued by the actuarial profession.

The value of net increase in accrual [column 4] represents the incremental volue to the director of his service during the year, calculated on the

assumption that service terminated at 31 December 2006. It is based on the increase in accrved pension [column 2] affer deducting contributions

made by the director.

iv The change in the transfer value [column 5) includes the effect of fluctuations in the transfer value due to factors beyond the control of the Company
or the director, such as long term interest rates and exchange rate movements. It is calculoted after deducting contributions made by the director.

v No voluntary centributions are paid by directors,

vi The transfer value of Lars Emilson’s accrued pension ot 31 December 2005 (column 7} has been resiated to reflect actual premiums paid in 2005 in

respect of his Swedish pension arrangements.

Bill Barker's accrued entitlement at 31 December 2005 [column 7] has been restated to include the value of an unfunded US benefit previously

considered to be a defined contribution arrangement.

vi

viii Yves Dominioni will become entitled to draw his benefit from January 2007. The amount disclosed for Yves Dominioni under column {4} includes the
value of the benefit receivable by him at 31 December 2004.

The table below details pension contributions paid during the year in respect of defined contribution schemes for executive directors.

2006 2005
Pension Pension
contributions contributions
£000 £000

Bill Barker 208 193

Yves Dominioni - 4

Lars Emilsen - 15
208 212

Following the refirement of Yves Daminioni as a director in 2005, pension contributions of £7,467 [2005: £3,161] were paid on his behalf.

The pension contributions are paid by the relevent Group employer.




Share options (audited information)

The interests of the directors in the shares of the Company through
the Company’s share option schemes are disclosed in the tables
below. There is no requirement for an executive director to make
o payment on the granting of an option under any of the
Schemes. The performance conditions applicable to the Long Term
Incentive Scheme are based on Rexam'’s TSR performance against
a specified comparator group of companies and on Rexam'’s
economic profit growth for the Executive Share Option Scheme.
A summary of the performance conditions that apply to both
schemes can be found on pages 56 to 58. No variations were
made during the year to the terms and conditions of any options.

The ordinary shares purchased to satisfy in part the vesting
obligations for the Long Term Incentive Scheme and Executive
Share Option Scheme are held to the order of the Rexam
Employee Share Trust, a discretionary trust resident in Jersey,
Channel Islands.

Remuneration Report

Long Term Incentive Scheme

The options granted in 2003 vested in 2006 at 22% of the total
number of ordinary shares granted and the number of shares to
which the participant became entitled is reflected in the *Yested
during the year’ column of the toble. The remaining shares under
the 2003 gront lapsed. The options granted on 2 April 2004 and
26 April 2005 did not vest and the respective number of shares
under option lapsed on 1 January 2007. The maximum number
of ordinary shares to which the participant is entitled is reflected
in the ‘Granted 31.12.06' column of the table. Options that vest
are generally exercisable between the vesting date and six years
and eleven months from the grant date. Eligible directors held the

following maximum number of options over ordinary shares
through the Long Term Incentive Scheme.

Market
price per
Exercise First Grented Vested lopsed  Exercised shore at
price exercise Expiry  Granted during during during during exercise  Gronled
per share date date 1.1.06 the year the yeor the year the year dote  31.12.06
Notes  Grant date pence [Mote i} [Note i} number number number number number £ number
Bill Barker 22.04.03 0.09373% 01.01.06 21.03.10 218,798 48,136 170,662 48,136 5.193 -
i 02.04.04 0.0937392 01.01.07 01.03.11 226,600 226,600
05.04.05 0.100000 01.01.08 04.03.12 219,500 219,500
16.05.06 0.100000 01.01.09 15.04.13 - 245,300 245,300
664,898 245300 48,136 170,662 48,136 691,400
Rolf Bérjesson 22.04.03 0.093739 01.01.06 21.03.10 4427291 97,304 344,987 97,304 5.205 -
Graham Chipchase 22.04.03 0.09373%9 01.01.06 21.03.10 184,341 40,555 143,786 40,555 5.205 -
ii 02.04.04 0.093739 01.01.07 01.03.11 243,100 243,100
05.04.05 0.100000 01.01.08 04.03.12 223,000 223,000
16.05.06 0.100000 G1.01.09 15.04.13 - 270,600 270,600
650,441 270,600 40,555 143,786 40,555 736,700
Yves Dominioni iii 22.04.03 0.093739 01.01.06 21.03.10 178,580 39,288 139,292 39,288
ii 02.04.04 0.09373%9 01.01.07 01.03.11 224,200 224,200
402,780 39,288 139,292 263,488
Lars Emilson 22.04.03 0.093739 01.01.06 21.03.10 249,202 54,824 194,378 54,824 5.205 -
05.04.05 0.1000C0 01.01.08 04.03.12 377,300 377,300
ii 26.04.05 0.093739 01.01.07 01.03.11 283,600 283,600
910,102 54,824 194,378 54,824 660,900
David Robbie 146,05.06 0.100000 01.01.09 15.04.13 - 260,500 260,500
Notes

i The first exercise date and the expiry date are dependent upon the options vesting but the final expiry date must be na later than six years and eleven months from the

grant dote.

ii Options lopsed on 1 January 2007,

i Opfions held by Yves Dominioni as at 14 July 2005, the date of retirement as a director, with an entilement fo exercise the options if they vest. The 2003 opfion has vested in

part but has not yet been exercised.

The market value of an ordinary share on 16 May 2006, the date of grant for the 2006 options, wos £4.90 per share.

As at the dote of this report, Leslie Van de Walle has not received a gront of options under this Scheme but pursuant 1o his contract he will be entitled to a grant of 695,874 shores

subject to the same conditions as the options granted on 16 May 2006,
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Remuneration Report

Executive Share Option Scheme
Eligible directors held the following opticns over ordinary shares
through the Executive Share Option Scheme 1997. Options are

generally exercisable between the vesting date and ten years
from the grant date. The opfions granted in 2003 vested on

12 March 2006 and the number of ordinary shares to which the

Bill Barker

Rolf Bérjesson

Graham Chipchase

Yves Dominioni

Lars Emilsen

Notes

participant became entitled is reflected in the ‘Cptions vested’

column of the table. The performance target for the options
granted on 31 March 2004 and 26 April 2005 has not been
achieved and therefore the options will lapse on 3t March 2007.

Exercise First Granted Exercised Market price
price exarcise Expiry Gronted during Opfions during  per share ot Granted
per share date date 1.1.06 the yecr vested the yeor exercise date  31.12.06
MNotes Grant dote £ [Note i} [Note i] number number number number E number
28.05.02 4.4432 280505 280512 469,845 69,845 69,845 5.180 -
12.03.03 3.0371 120306 12.03.13 97,747 Q7 7A7 97747 5.554 -
ii 31.03.04 4.3800 31.03.07 31.03.14 63,849 63,849
01.04.05 47570 01.04.08 01.04.15 67,269 67,269
298,710 167,592 167,592 131,118
28.05.02 44432 280505 250506 122,882 122,882 122,882 5.505 -
12.03.03 3.0371 12.03.06 250506 197,553 197,553 197,553 5554 -
320,435 320,435 320,435 -
12.03.03 30371 120306 12.03.13 82,313 82,313 82,313 5.554 -
i 31.03.04 4.3800 31.03.07 31.03.14 68,493 68,493
01.04.05 47570 01.04.08 01.04.15 68,320 68,320
219,126 82,313 82,313 136,813
iii 28.05.02 4,.4432 2B.05.05 14.01.09 50,418 50,418 50,418
iii 12.03.03 3.0371 12,0306 14.01.09 79,780 79,780 79,780
i 31.03.04 4.3800 31.03.07 14.01.09 63,187 63,187
193,385 130,198 193,385
28.05.02 4.4432 280505 28.05.12 73,144 73,144 73,144 5.505 -
12.03.03 3.0371 120306 1203.13 111,287 111,287 111,287 5.505 -
01.04.05 47570 (1.04.08 01.04.15 115619 115,619
iv 26.04.05 43800 31.03.07 31.03.14 79,208 79,908
379,958 184,431 184,431 195,527

i The first exercise date and the expiry date are dependent upon the options vesting but the final expiry date must be no later than ten years from the grant date.
it The options granted on 31 March 2004 will lapse on 31 March 2007 as the performance target has nat been ochieved.
i Opfions held by Yves Dominicni as ot 14 July 2005, the date of retirement as o dicector, with an entitlement fo exercise the options if they vest. The 2002 and 2003 options
hove vested and must be exercised on ar befors 14 January 2009,
v Option granted on 26 April 2005 under the Listing Rules mirroring the rules of the Executive Share Option Scheme 1997 and the same measurement period, exercise period
and performonce farget that applied to the 2004 grant. The option will lopse on 31 March 2007 as the performance target has not been achieved.

As at the date of this report neither David Robbie nor Leslie Yan de Walle have received a grant of options under this Scheme.
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Remuneralion Report

Savings Related Share Option Scheme
An executive director held the following options over ordinary
shares under the Savings Related Share Option Scheme 1997,

Exercise
price Exercise Grant Grant
Grant per share period Expiry number number af
date £ commences dote at 1.1.06 31.12.06
Graham Chipchase 24.09.04 3.52 011207 31.05.08 2,691 2,691

The mid market price of a Rexam PLC ordinary share at 29 December 2006 was £5.255 and the range during 2006 was £4.59 to £6.045,
The aggregate gain on the exercise of directors’ share options during 2006 through all share option schemes was £2.7m {2005: £4.8m].

Directors’ interests in Rexam ordinary shares

A31.12.06 Arl.1.06*%
Bill Borker 80,480 77,735
Rolf Bérjesson 74,623 74,623
Michoel Buzzacott 11,817 11,817
Groham Chipchase 49,846 620
Noreen Doyle lappeinted 22 March 2006) 2,000 -
Lars Emilson {retired 1 February 2007) 36,134 28,357
Wolfgang Meusburger {oppointed 1 December 2006) - -
David Robbie 10,357 -
Jean-Pierre Rodier (oppointed 7 June 2006} - -
Caorl Symon 6,500 4,500
David Tucker 118,181 118,181

* Or dote of appeintment if later.

Notes

i All the above interests are beneficially held.

i Under the Companies Act 1985 each of the executive directors, together with all employees, are potential beneficiaries of the Rexam Employee Share Trust and are deemed
to be interested in all the ordinory shares held by the Trust.

i Leslie Van do Walle was appointed a director on 17 Jenuary 2007 and, at the dote of this report, he does not hold any Rexam shares.

The above interests in ordinary shores and options over ordinary shares as at 31 December 2006 remain unchanged os at the date of
this report, with the exception that the options granted en 2 April 2004 and 26 April 2005 under the Long Term Incentiva Scheme lapsed
in full on 1 Jonuary 2007,

On behalf of the Board
David Gibson
Company Secretary
20 February 2007
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Statement of directors' responsibilities on the
consolidated financial statements

Company law requires the directors to prepare cansolidated financial statements for each financial year that give o true ond fair view of the state of affairs
of the Group and of the profit or loss of the Group for that year. In preparing those consolidated financial statements the directors are required fo:

(i) Select svitable accounting policies and then apply them consistently.

(i} Make judgements and esfimates that cre reasonable and prudent.

(iii] State that the consolidated financial statements comply with IFRS as adopted by the European Unien.

(iv) Prepare the cansolidated financial statements on the going concern basis, unless it is inoppropriate to presume that the Group will continue in business.
The directors confirm that they have complied with the above requirements in preparing the consolidated financisl statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy of any time the financial position of the Group

and to enable them to ensure that the consolidoted financial statements comply with the Companies Act 1985 and Article 4 of the IAS Regulation, They are

also responsible for safeguarding the assets of the Group and hence for taking reasenable steps for the prevention and detection of fraud.

The directors are responsible for the maintenance and integrity of the Group’s website. Legislation in the UK governing the preparation and dissemination

of financial siatements may differ from legislation in other jurisdictions.




Independent auditors” report to the members
of Rexam PLC

We have audited the group financial statements of Rexam PLC for the year ended 31 December 2006 which comprise the Consolidated income statement,
the Consolidated balance sheet, the Consolidated cash flow statement, the Consclidated statement of recognised income and expenses and the related
notes. These group financial statements have been prepared under the accounting policies sel out therein.

We have reported separately on the parent company financial statements of Rexam PLC for the year ended 31 December 2006 and on the information in
the Directors’ Remuneration Report that is described as having been audited.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and the group financial statements in accordance with applicable law ond International
Financial Reporting Stondards [iIFRSs) as odopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the group financial statements in accordance with relevant legal and regulatery requirements and International Standards on
Auditing (UK and ireland). This report, including the opinion, has been prepared for and only for the campany’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no ather purpose. We do nat, in giving this opinion, accept or assume responsibility for any other purpose
or to any other person to whom this report is shown or info whose hands it may come save where expressly agreed by our prior consent in writing.

We repori to you our opinion as to whether the group financial statements give o frue and fair view and whether the group financial statements have been
properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation. We also report to you whether in our opinion the
infarmation given in the Directors’ Report is consistent with the group financial statements. The information given in the Directors’ Report includes that specific
infarmotion presented in the Business Review that is cross referred from the Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, we have nof received alf the information and explanations we require for aur oudit, or if informatien specified
by law regarding director’s remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the company’s compliance with the nine provisions of the Combined Code 2003 specified for
our review by the Listing Rules of the Financial Services Authority, and we report if it does nof. We are not required to consider whether the board's statements on
internal control cover all risks and centrols, or farm an opinion on the effectiveness of the group’s corporate governance procedures or its risk and control procedures.

We recd other information contained in the Annual Report ond consider whether it is consistent with the audited group financial statements. The other
information comprises only What we do, What is our strategy?, 2006 in summary, Choirmon's Siotement, Business Review, Directors and officers, Directors®
Report, Corporate Governance Report, the unoudited part of the Remuneration Report, Statement of Directors’ Responsibilities, Five year financial summary
and Shareholder information. We consider the implications for our report if we become aware of any apparent missiatements or material inconsistencies
with the group financial statements. Qur responsibilities do not extend to any other information.

Boasis of audit opinion

We conducted our audit in accordance with Internafional Standerds en Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes
examination, on ¢ test basis, of evidence relevant to the amounts and disclosures in the group financial statements, 1t also includes an assessment of the
significant estimates and judgments made by the diractors in the preparation of the group financial statements, and of whether the accounting policies are
appropricte to the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed cur audit so as fo obtain all the information and explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the group financial statements are free from material misstatement, whether caused by fravd or other
irregulrity or error, In forming our opinion we also evaluated the overall adequacy of the presentation of information in the group financial statements.

Opinion

In our opinion:

¢ the group financial statements give a true and fair view, in accordance with IFRSs as adopled by the European Union, of the state of the group's affairs
as at 31 December 2006 and of its profit and cash Aows for the year then ended;

* the group financial statements have been properly prepared in accordance with the Companies Act 1985 and Aricle 4 of the IAS Regulation; and

* the information given in the Directors’ Report is consistent with the group financial statements,

PricewaterhouseCoopers LLP
Chartered Accountants ond Registered Auditors
London

20 February 2007

Notes: {a} The maintenance and integrity of the Rexam PLC website is the responsibility of the directors; the work carried out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept na responsibility for any changes thal may have occurred to the financial stoterents
since they were initiolly presented on the website. (b) Legislation in the United Kingdom governing the preparation and dissemination of financial stotements
may differ from legislation in other jurisdictions.
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Consolidated income statement

For the year ended 31 December

Sales
Ogperating expenses
Underlying operating profit
Retirement benefit obligations exceptional items
Restructuring and integration of businesses
Other exceplional items
Operating profit
Share of underlying post tax profits of associates and joint ventures
Share of exceptional post tax profits of ussociates and joint ventures
Share of post tax profits of associates and jeint ventures
Retirement benefit obligations net finance cost
Underlying interest expense
Early redemplion of convertible preference shares
Financing derivotive market value changes
Interest expense
Interest income
Underlying profit before tax
Retirement benefit obligations exceplional items
Restructuring and integration of businesses
All other exceptional items
Profit before tax
Tox on underlying profit
Tax on exceptional items
Tax
Profit for the financial year atiributable to Rexam PLC

Earnings per share {pence)
Basic
Diluted

For details of equity dividends paid and proposed see note 10 to the consalidated financial statements.

The notes on pages 76 to 112 form part of these consolidated financial statements.
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Consolidated balance sheet

As at 31 December

2005
2006 restated
Notes £m £m
ASSETS
Non current assets
Goodwill 11 1,399 1,397
Other intangible assets 12 133 113
Property, plant and equipment 13 1,191 1,186
Investments in associates and joint ventures 15 32 29
Deferred tax assels 8 233 333
Trade and other receivables 18 45 35
Available for sale financial assets 16 22 26
Derivative financial instruments 23 116 92
3,171 3,211
Current assets
Inventories 17 354 364
Trade and other receivables 18 505 449
Available for sole financial assets 16 1 4
Derivative financial instruments 23 32 43
Cash and cash equivalents 19 138 87
Assets classified as held for sale 20 22 -
1,052 Q47
Total assets 4,223 4,158
LIABILITIES
Current liabilities
Borrowings 22 (273} {164)
Derivative financial instruments 23 (13} [20)
Current tax (8) (22)
Trade and other payables 21 (679) {607}
Provisions 26 (18) (18}
Liabilities classified as held for sale 20 % -
{1,002) (831
Non current liabilities
Borrowings 22 (1.140Q) (1,217)
Derivative financial instruments 23 n .
Retirement benefit obligations 25 {514} {783}
Deferred tax liabilities 8 (168) {158}
Non current tax (82) {20}
Other payables 21 {38) (36}
Provisions 26 (31) {34}
{1,972) (2,318]
Total liabilities (2,974) (3,149}
Net assets 1,249 1,009
EQUITY
Ordinary share capital 27 375 356
Converlible preference share capital 27 - 1
Share premium account 27 759 748
Copital redemption reserve 27 351 279
Retained earnings 27 (216) {431}
Fair value and other reserves 27 (22) 56
Shareholders’ equity 1,247 1,009
Minority interests 27 2 -
Total equity 1,249 1,009

Approved by the Board on 20 February 2007
Rolf Bérjesson, Chairman

David Robbie, Finance Director
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Consolidated cash flow statement

For the year ended 31 December

Cash flows from operating activities
Profit before tax
Adjustments for:
Net inferest expense
Share of post tax profits of associates and joint ventures
Depreciation of property, plant and equipment
Amortisation of intangible assets
Impairment
Disposal of subsidiaries
Movement in provisions
Movement in grants
Equity setled share options
Changes in working copital
Recognition of deferred tax assels on prior year acquisitions
Profit on disposal of praperty, plant and equipment
Movement in retirement benefit obligations
Cther adjusiments
Cash generated from operations
Interest paid
Tax paid
Net cash flows from operating activities

Cash flows from investing octivities

Capital expenditure

Proceeds from sale of property, plant and equipment

Acquisition of subsidiaries, net of cash and cash equivalents acquired note 29(iv))
Proceeds from sale of subsidiaries, net of cash and cash equivalents disposed {note 304ii)
Proceeds from sale of associates

Repayment of loan by a joint venture

Sale of properties surplus 1o requirements

Dividends received from associates

Interest received

Met cash flows from investing activities

Cash flows from financing activities
Proceeds from borrowings and financing derivatives
Repoyment of borrawings

Proceeds from issve of share capital

Purchase of Rexam shares by Employee Share Trust
Dividends paid to equity sharehalders

Net cash flows from financing activifies

Net increase/{decrease) in cash and cash equivalents

Cash ond cash equivalents at the beginning of the year
Non cash movements

Met increase/ [decrease) in cash and cash equivalents
Cash and cash equivalents of the end of the year

Cash and cash equivalents comprise:
Cash at bank and in hand

Short term bank deposits

Bank overdrofts
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Consolidated statement of recognised
income and expense

For the year ended 31 December

Exchange differences

Actuarial gains/[losses) on refirement benefits

Tax on actuarial |gains)/losses on retirement benefits
Net investment hedges

Cash flow hedges recognised

Tax on cash How hedges

Cash flow hedges transferred to inventory

Cash flow hedges transferred to the income statement
Sale of available for sale financial assets

Net profit recognised directly in equity

Profit for the financial year

Total recognised income ond expense for the year aftributable to Rexam PLC

2006 2005
£m £€m
(95) 26
155 12)
{48} 4
28 7
32 60
4 ]
(a4) 1)
() :
(2) :
29 45
223 223
252 268
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Notes o the consolidated financial statements

1 Principal accounting policies

The consclidated financial stotements have been prepared in accordance with International Financial Reporting Standards ({IFRS] and International Financial
Reporting Interpretations Committee (IFRIC) inferpretations as adopted by the European Union and with those parts of the Companies Act 1985 applicable to
companies reporting under iFRS. The consolidated financial siatements have been prepared under the historical cost convention as modified by the revaluation
of certain financial instruments,

In preparing the consolidated financial statements, the following restatements have been made to the comparative amounts:

{ii The consolidated income stalement presentation and exceptional items have been restated to comply with the revised accounting policy on exceptional
items set out below.

(i) The consolidated balance sheet has been restated for the final fair value adjusiments applied fo the Precise Technalogy ocquisition.

{iii) The segment analysis has been restated for the dispasal of the non barrier thin wall plastic packaging business and the proposed disposal of the Petainer
refillable bottle business which have been moved from “Plastic Puckaging” to “Disposals and businesses for sale”.,

(iv] Auditors’ remuneration has been restated to comply with Statutory Instrument 2005/2417 which became effective in 2006.

New accounting standards and amendments to existing standards that have been published and are mandatory for the Group's accounting periods beginning

on or after 1 January 2007 or later periods but which the Group has not early adopted, are as follows:

[i) IFRS7 "Financial Instruments: Disclosures”, and amendment to IAS] (Presentation of Financial Statements) "Capital Disclosures”. IFRS7 introduces new
disclosures about financial instruments. It requires the disclosure of information about exposure to risks arising from financial instruments, including specified
minimum disclosures about credit risk, liquidity risk and markel risk, including sensitivity anolysis to market risk. It reploces the disclosure requirements in IAS32.
The amendment to IAS] infroduces disclosures about the levet of an entity's capital and how it manages capital. The Group has assessed the impoct of IFRS7
and the amendment to IAS1 and cancluded that the main additional disclosures will be the sensitivity analysis and the capital disclosures. Due to the onerous
nature of these disclosures the Group has chosen not fo adopt IFRS7 and the amendment to 1AS 1 until annual perieds beginning on 1 January 2007.

{ii} IFRS8 "Operating Segments" requires identification and reporting of operating segments on the basis of internal reports that are regularly reviewed by the
Boord in order to cllocate resources io the segment and assess its performance. The Group assessed the impact of IFRS8 and concluded that it will not be
material. The Group intends 1o adopt IFRS8 ot later than accounting periods beginning on 1 January 2009,

The tollowing mandatory amendments to published accounting standards had no impact on the consclidated financial statements in 2006.
{i} 1AS39 [Amendment), "Cash Flow Hedge Accounting of Forecast Infragroup Transactions”.

(il 1AS39 [Amendment), "The Fair Value Option".

(i) I1AS39 ond IFRS4 [Amendments), "Financial Guarantee Contracts”.

Key estimates and assumptions

The preparation of consclidated financial statements in accordance with IFRS requires the use of estimates and assumptions that affect the reported amounts of
assets and ligbilities at the date of the consclidated financial statements and the reported amounts of revenues and expenses during the reporting period. Although
these estimotes are based on management's best knowledge of the amount, events or actions, ultimately actual resulis may differ from those estimates. The key

estimates and assumptions vsed in these consolidated financial statements are set out below,

Goodwill impairment testing

Goodwill is tested ot least annually for impairment in accordance with the accounting policy for goodwill set out below and in note 11 to the consolidated financial
statements. The recoverable amounts of cash generating units are determined based on value in use calculations. These calculations require the use of estimates
which include cash flow projections for each cash generafing unit and discount rates based on the Group's weighted average cost of capital, odjusted for specific

risks associated with particular cash generoting units.

Retirement benefit obligations

The consolidated financial statements incfude costs in relation to, and provision for, retirement benefit obligations. There are wo principol funded defined benefit
pension plans in the UK ond US and an unfunded retiree medical plan in the US. The costs and the present value of any related pension assets and liabilities
depend on such faciors as life expectancy of the members, the salary progression of current employees, the returns that plan assets generate and the discount rate
used fo calculate the present value of the liabilities. The Group uses estimates based on previous experience and third party actariol advice in determining these
future cash flows and in determining the discount rate. If the discount rate was to fall by 0.5%, the net liabilities of the plans at 31 December 2006 would rise

by approximatety £160m. 1 equity returns were to fall by 10% then the plan assets at 31 December 2006 would fall by approximately £110m. The accounting
policy for retirement benefit obligations is set out below and defails of the assumptions used for the two principal pension plans and the refiree medical plan are

set out in note 25 to the consolidated financial statements.
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hloles to the conschdated financial stalements

1 Principal accounting policies continued

Income taxes

Judgement is required in determining the provision for income taxes. There are many transactions and caleulations whose ultimate tax treatment is uncertain. The
Group recognises liobilities for anticipated tax issues based on estimates of whether additional taxes are likely fo be due. The Group recognises deferred tax assets
and liabilities based on esfimates of future taxable income and recoverability. Where a change in circumstance occurs, or the final fax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the income tax and deferred tox balances in the year in which that change or

outcome is known. The accounting palicy for income taxes is set out below.

Basis of consolidation
The consolidated financial statements comprise Rexam PLC and all its subsidiories, together with the Group's share of the results of its nssociates and joint
ventures. The financial statements of subsidiaries, associates and joint ventures are prepared as of the same reporiing date using consistent accounting

palicies, Intercompany balances ond transactions, including ony unredlised profits arising from intercompany transactions, are eliminated in full.

Subsidiaries are entities where the Group has the power to govern the financial and operaiing policies, generally accompanied by a share of more than
50% of the voting rights. Subsidiaries are consolidated from the date on which control is transferred to the Group ond are included until the date on which
the Group ceases 1o control them. Associates and joint venlures are enfities over which the Group has significant influence but not control, generally accompanied
by o share of between 20% and 50% of the voting rights. [nvesiments in associotes and joint ventures are accaunted for using the equity method. If the
Group's share of losses in an associate or joint venture equals or exceeds its investment in the associate or joint venture, the Group does not recognise

further losses unless it has incurred obligations or made payments on behalf of the associate ar joint venture.

All acquisitions are accounted for by applying the purchose method. The cast of an acquisition is measured as the aggregate of the fair values, ot the
acquisition date, of the assets given, liabilities incurred or assumed, and equity instruments issued by the Group, together with any costs directly attributable
to the acquisition, The identifiable assels, liabilities and contingent liabilities of the acquiree ore measured initially ot foir value at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost of the acquisition over the Group's inferest in the net foir value of the identifiable

assets, liabilities and contingent liabilities is recognised as goodwill.

Foreign currencies

The financial statements for each of the Group's subsidiaries, associates and jaint ventures are prepared using their functional currency. The functional
currency is the currency of the primary economic environment in which an entity operates. The preseniation currency of the Group is sterling. Foreign currency
fransactions are ranslated into the functional currency using exchange rates prevailing at the dates of the transactions. Exchange differences resulting from
the setlement of such transactions and from the translation at exchange rates ruling af the balance sheet date of monetary ossets and liabilifies denominated
in currencies other than the functional currency are recognised directly in the consolidated income statement. Exceptions to this are where the monetary items
form part of the net investment in a foreign operation or are designated as hedges of a net investment, or designated as cash flow hedges. Such exchange

differences are initially recognised in equity.

The balance sheets of foreign operations are translated into sterling using the exchange rate at the balonce sheet date and the income statements are
iranstated inta sterling using the average exchange rate for the period. Where this overage is not a reasonable approximation of the cumulative effect of the
rates prevailing on the transaction dates, the exchange rate on the fransaction date is used. Exchange differences on translation into sterling arising since

1 January 2004 are recagnised as a separate component of equity. On disposal of a foreign operation, any cumulative exchange differences held in equity
are transferred to the consolidated income statement.

The principal exchange rates against sterling used in these consolidated fingncial statements are as follows:

Average Averoge Closing Closing

2006 2005 2006 2005

US dollar 1.84 1.82 1.96 1.74
Euro 1.47 1.46 1.49 1.46

Revenvue recognition

Revenue from the sale of goods is measured at the fair value of the consideration, net of rebates and rade discounts. Revenue from the sale of goods is
recognised when the Group has transferred the significant risks and rewards of ownership of the goods fo the buyer, when the amoun of revenue can be
meosured reliably and when it is probable that the economic benefits associated with the transaction will fiow to the Group. Dividend income is recognised

when the right to receive payment is established.
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1 Principal accounting policies continued

Exceptional items

ltems which are exceptional, being material in terms of size and/or nature are presented separately from underlying business performance in the consolidated
income statement. The separate reporting of exceptional items helps provide an indication of the Group's underlying business performance. The principal events
which may give rise o exceptional items incfude significant changes fo retirement benefit abligations, gains or losses on the disposal of businesses, the restruchuring
and integration of businesses, major asset impairments, the subsequent recognition of acquired deferred tax assets, significant litigation claims, the amortisation of
certain acquired infangible assets and non hedge accounted Fair value movements and hedge ineffectiveness on financing derivative financial instruments.

The above accounting policy on exceptional items is a change in accounting policy from that used in 2005. The change resulted from a reassessment of which
fransactions comprise exceplional ilems and from & change to the presentation of the consolidated income statement, from a columnar format fo a single column
format using boxes. The directors consider the change in accounling policy provides relevant information by more closety reflecting current acecounting practice.
The chonge had no impact on profit for the 2005 financial year ar on net assets at 31 December 2005.

Retirement benefit obligations
The Group operates defined benefit pension plans and defined contribution pension plans.

A defined benefit pension plan is one that specifies the amount of pension benefit that an employee will receive on retirement. The Group operales both
funded defined benefit pension plans, where actuarially determined payments are mode 1o trustee administered funds, and unfunded defined benefit pension
plans, where no such payments are made. The liability recognised in the consclidated balance sheet in respect of defined benefit pension plans is the present
value of the defined benefit obligation less the fair value of plan assets at the balance sheet date. The defined benefit obligation is calcvlated, at least triennially,
by independent actuaries using the projected unit credit method ond is determined by discounting the estimated future cash outflows using interest rates of
high quality corporate bonds that ore denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating to the
terms of the related pension liability. The current service cost and gains and losses on setflements and curtailments are included in operating expenses in the
consolidated income statement. Past service costs are simitarly included where the benefits have vested, otherwise they are amortised on a straight line bosis
over the vesting period. The expected return on assets of funded defined benefits pension plans, less administralion expenses of pension plans, and the
interest an pension plan liabilities comprise the pension element of the net finance cost in the consolidated income statement. Differences between the actual
and expecled refurn on assets, experience gains and losses and changes in actuarial assumptions are included in the consolidated statement of recognised

income and expense.

A defined contribution plan is one under which fixed contributions are paid to o third party. The Group has no further payment obligations once these
contributions have been paid. The contributions are recognised in the consclidated income statement when they are due. Prepaid confributions are recognised

in the consolidated balance sheet as an asset to the extent that a cash refund or @ reduction in the future payments is likely.

The Group also provides post retirement healthcare benefits [retiree medical) to certain of its current and former employees. The entitlement to these benefits
is usually conditional en an employee remaining in service up to retirement age and the completion of a minimum service period. The consolidated income
slatement and consolidated balance sheet treatment with respect to retiree medical is similar to that for defined benefit pension plans. These obligations are

valved by independent actuaries, usually on an annual basis.

Share based payment

The Group operates various equity settled and cash settfed share option schemes. For equity setled share options, the services received from employees are
measured by reference to the fair value of the share options. The fair value is calculated at grant date and recognised in the consolidated income statement,
together with a corresponding increase in equity, on a straight line basis over the vesting period, based on an estimate of the number of options that will
eventyally vest, Vesting conditions, other than market conditions, are not faken into account when estimating the foir value, For cash settted share options,
the services received from employees are measured at the fair value of the liability ond recognised in the consolidated income statement on a straight line
basis over the vesting period. The fair value of the liability is measured ot each balance sheet date and at the date of setlement with changes in fair value
recognised in the consolidated income stolement. IFRS2 “Share-based Payment” has been applied to equity settled share options granted afier 7 November
2002 and 1o ali cosh seted share options. The Rexam Employee Share Trust holds ordinary shares in Rexam PLC which are presented in the consolidated

finoncial statements as a deduction from equity.

interest

Interest on cash and cash equivalents and borrowings held at amortised cost is recognised in the consclidated income statement using the effective interest
method, Interest includes exchange differences arising on cash and cash equivalents and borrowings, where such exchange differences are recognised in
the consolidated income statement, Interest includes all fair value gains and losses on derivative financial instruments, and corresponding adjustmenis to
hedged items under designated fair value hedging relationships, where they relate to financing activities and are recognised in the consolidated income

statement. Prior to their redemption, interest included dividends paid on convertible preference shares.
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1 Principal accounting pelicies continued

Segment reporting

The Group's primary reporting format is business segments and its secondary format is geographic segments. A business segment is a component of the
Group that is engaged in providing a group of related products and is subject to risks and returns that are different from those of other business segments.
A geogrophic segment is a component of the Group that operates within a particular economic environment and that is subject to risks and returns that are
different from those of components operating in other economic environments. Non specific central costs are allocated on the basis of net assets excluding

investments in associates and joint ventures, net borrowings, deferred tax, current 1ax and non current fax.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the Group’s inferest in the fair value of the identifiable assets and liabilifies of the acquiree at
the date of acquisition. Goodwill is tested at least annually for impairment and carried at cost less accumuloted impairment losses. Af the date of acquisition,
goodwill is allocated to cash generating units for the purpose of impairment festing. Goodwill arising on ocquisitions en or before 31 December 1997 has
been deducied from equity. Gains and losses on the disposal of a business include the carrying omount of goodwill relating to the business sold except for
any goodwill deducted from equity. Goodwill arising on the acquisition of subsidiaries is presented in goodwill and goodwill arising on the acquisition of
associates and joint ventures is presented in investments in associates and joint ventures. Internally generated goodwill is not recognised as an asset.

Other intangible assets
Other intangible assets are carried at cost less accumulated amartisation and accumulated impairment losses. Amortisation begins when an asset is
available for use and is calcutated on a siraight line basis fo allocate the cost of the asset over its estimated useful life as follows:

Acquired computer software 210 3 years
Computer software development Up to 7 years
Acquired patents, licences and customer contracts Up fo 20 years
Development projects Up 1o 5 years

The cost of intangible assets acquired in an acquisition is the fair value at acquisition date. The cost of separately acquired intangible assets, including
computer software, comprises the purchase price and any direcily aftributable costs of preparing the asset for use. Computer software development casts
that are directly associated with the implementation of major business systems are capitolised as intangible assets. Expenditure on research is recognised as
an expense in the consolidated income stotement as incurred. Expenditure incurred on development projects is capitalised os an infangible asset if it is probable

that the expenditure will generate future economic benefits and can be measured reliably. The accounting policy for emission rights is set out below.

Emission rights

Emission rights are initially recognised as intangible assets at fair value. Where they are acquired at less than fair value the difference between the amount
paid and fair value is recognised as a government grant. Emission rights are not revalued or amortised but are tested for impairment at least annually or
where there is any indication of impoirment. Any government grant element is amertised in the consolidated income statement over the period to which

the corresponding emission rights relate. A provision is made for the liability to deliver emission allowances equal to the emissions that have been made.
Emission rights and associated provisions are derecagnised when these rights are delivered, sold or lapsed. Any profit or loss on disposal is taken to the

consolidated income statement.

Property, plant and equipment
Property, plant und equipment is carried at cost less accumulated depreciation and accumulated impairment losses. Cost comprises purchase price and

directly attributable costs.

Freehold land and ossets under construction are not depreciated. For all other property, plant and equipment, depreciation is calculated on a straight line

basis to allocate cost less residual valve of the assets over their estimated useful lives as follows:

Freehold buildings Up te 50 years

Leasehold buildings Shorter of 50 years or lease term
Manufacturing machinery 7 10 17 years

Glass furnaces Up to 12 years

Computer hardware Up to 8 years

Fixtures, fittings and vehicles 410 10 yeors

Residual values and vseful lives are reviewed ot least ot each financial year end.

79




Notes 1o the consolidoted financial slatements

1 Principal accounting policies coniinued

Impairment of assets

At each balance sheet date, the Group assesses whether there is any indication that an asset may be impaired, Where an indicator of impairment exists,
the Group makes an estimate of recoverable amount. Where the carrying amaunt of an asset exceeds its recoverable amount the asset is written down to its
recoverable amount. Recaverable amount is the higher of fair value less costs to sell and value in use and is determined for an individual asset. If the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets, the recoverable amount of the cash generating unit

to which the asset belongs is determined. Discount rates reflecting the osset specific risks and the time value of money are used for the value in use calculation.

Inventories
Inventories are measured at the lower of cost and net realisable value. Cost is defermined on a First in first out or o weighted average cost basis. Cost
comprises direcily aftributable purchase and conversion costs and an allocation of production overheads based on normal operating capocity. Net realisable

value is the estimated selling price less estimated costs of completion and selling costs.

Cash and cash equivalents

Cash and cash equivalents for the purpeses of the consolidated cash flow statement comprise cash at bank and in hand, money market deposits and other
short term highly liquid investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are presented in borrowings within
current liabilities in the consolidated bolance sheet.

Assets and liabilities classified as held for sale

The assets and liabilities classified as held for sale are available for immediate sale in their present condition and a sale is highly probably within one year.
Assets and liabilities classified as held for sale are stated ot the lower of carrying amount and Fair value less costs to sell if their carrying omount is recovered
principally through a sale transaction rather than through conlinuing use. Non current assets clossified as held for sale are not depreciated or amortised and

any future write down to fair value less costs to sell will be recognised as an impairment loss.

Grants
Granis received in respect of property, plant and equipment are capitalised and released to the consolidated income statement in equal instalments over the
astimated useful lives of the related assefs.

Leases

Leases are clossified as finance leases where substantially all the risks and rewards of ownership are transferred to the Group. Finance leases are capitalised
at the inception of the lease at the lower of the fair value of the leased asset and the present value of the minimum lease poyments. Lease payments are
apportioned between the liability and finance charge o produce a constant rate of interest on the finance lease balance outstanding. Assets capitalised
under finance leases are deprecioted over the sharter of the usehul life of the asset and the lease term. Leases other than finance leases are classified as
operating leases. Payments made under operating leases are recognised as an expense in the consolidoted income statement on a straight line basis over

the lease term. Any incenfives to enter into operating leases are recognised as a reduction of rental expense over the lease term on a siraight line basis.

Income taxes

The tax expense represents the sum of current tax, non current tax and deferred tox,

Current tox and non current tax are based on taxable profit for the year. Taxable profit differs from net profit as reported in the consolidated income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable
or deductible.

Deferred tox is provided in full, using the liability method, on temporary differences arising between the tax base of assets and liabilities and their carrying
amounts in the consolidated financial statements. Deferred tax arising from initial recognition of an asset or Liability in o transaction, other than an acquisition,
that at the time of the transaction affects neither accounting nor taxable profit or loss, is not recognised. Deferred tax is measured using tax rates that have
been enacted or substantively enacted by the balance sheet date and are expected to apply when the asset is reolised or the liability is settled. Deferred tox
assets are recognised to the extent that it is probable that future taxable profit will be availoble against which the temporary differences can be ufilised.
Deferred tax is provided on temporary differences arising on invesiments in subsidiaries, associates and joint ventures, except where the Group is able to
control the timing of the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future. Tax is
recognised in the consolidated income statement, unless the tax relates to items recognised directly in equily, in which case the tax is recognised directly in
equity through the consolidated statement of recognised income and expense.
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1 Principal accounting policies continued

Provisions

Provisions are recognised when o present obligation exists in respect of a past event and where the amount can be reliably estimated, Provisions for
restructuring are recognised for direct expenditure on business reorganisations where plans are sufficiently detailed and well advanced, and where
appropriate communication 1o those affected has been undertaken on or before the balance sheet dafe. Pravisions are discounted where the time valve

of money is considered material.

Dividends
Final equity dividends to the shareholders of Rexam PLC are recognised in the period that they are approved by the shareholders. Interim equity dividends

are recognised in the period that they are paid.

Financial instruments
Derivative financial instruments are measured at fair value. Derivative financial instruments utilised by the Group include interest rate swaps, cross currency

swaps, forward foreign exchange contracts and forward aluminium and energy commodity confracts.

Certain derivative financial instruments are designated as hedges in line with the Group’s risk management policies. Hedges are classified as follows:

(o) Fair volue hedges when they hedge the exposure fo changes in the foir volue of a recognised asset or liability.

{b] Cash flow hedges where they hedge exposure to variability in cash flows that is attributable fo o particular risk associated with o recognised asset
or liability or a forecasied transaction.

{c] Net investment hedges where they hedge exposure fo changes in the value of the Group's interests in the net assets of foreign operations.

For fair value hedges, any gain or loss from remeasuring the hedging instrument at fair value is recognised in the consolidated income statement. Any gain
or loss on the hedged item affributoble to the hedged risk is adjusted against the carrying amount of the hedged item and similarly recognised in the

consolidated income statement.

For cosh flow hedges and net investment hedges, the portion of the gain or loss on the hedging insirument that is determined to be an effective hedge is
recognised in equity, with any ineffective portion recognised in the consolidated income statement. When hedged cash flows result in the recognition of a
non financial asset or liability, the associated gains or losses previously recognised in equity are included in the initial measurement of the asset or liability.
For all other cash flow hedges, the gains or losses that are recognised in equity are transferred 1o the consolidoted income statement in the same period in
which the hedged cash flows affect the consolidated income statement,

Any gains or losses arising from changes in fair value of derivative financial instruments not designated os hedges are recognised immediately in the

consclidated income statement.

Gains ond losses on derivative financial instruments related 1o operating aclivities are included in operating profit when recoegnised in the consolidated
income statement. Gains and losses on derivative financial instruments related to financing activities are included in interest when recognised in the

consolidated income statement.

Borrowings are measured of amortised cost except where they are hedged by on effective fair value hedge, in which case the carrying valve is adjusted
to reflect the fair value movements associated with the hedged risk. Where borrowings are used 1o hedge the Group's inferests in the net assets of foreign
operations, the portion of the exchange gain or loss on the borrowings that is determined fo be an effective hedge is recognised in equity.

On 16 Oclober 2006 the convertible preference shares were redeemed as described in note 27 to the consclidated financial statements. Prior 1o redemption,
they were split into a liability component and an equity component. On issue, the fair value of the fiability component was determined using a market rate for
an equivalent non convertitle bond and recognised in borrowings on an amortised cost basis until extinguished on conversion or redemption. The remainder
of the proceeds of the issue was allocated to the eonversion option that was recognised in equity. The change in value of the conversion option, other than on
conversion or redemption, in subsequent accounting periods was not recognised in the consolidated financial statements, Dividends on convertibile

preference shares were charged as interest in the consolidated income statement.

Available for sale financial assets ore measured at fair value. Unrealised gains and losses are recognised in equity except for impairment losses,

interest and dividends arising from these assets which are recognised in the consolidated income statement.

Trade and other receivables are measured at amorfised cost less any provision for impairment. Trade and other receivables are discounted when the time

value of money is considered material, Trade and other payables ore measured ot cost.
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2 Segment analysis

{i] Anglysis by business segment 2006
Underlying Underlying

operating return Operating

Sales profit on sales profit

£m £m % £m

Beverage Cans 2,490 292 11.7 328
Plastic Packaging 720 82 11.4 48
Glass 437 36 8.2 36
Disposals and businesses for sale 21 5 5.3 2
3,738 415 11.1 414

Share of post tax profits of associates and joint venlures 9
Retirement benefit obligations net finance cost {23)
Net interest expense {93)
Profit before tax 307
Tax (84)
Profit for the financial year 223

Depreciation

Segment Segment Capital and
assets liabilities expenditure amortisation Impairment
£m £m £m £m £m
Beverage Cans 2,271 {494) 126 87 -
Plastic Packaging 921 {184) 48 50 7
Gloss 458 (86) 64 a9 10
Disposals and businesses for sale 22 (9) 3 5 -
3,672 (773) 241 181 17
Associates and joint ventures 32 - . - -
Unallocated assets and liabilities 519 {2,201) - - -
4,223 {2,974) 241 181 17

Share of post tax profits of assaciates and joint ventures are wholly aliributable to Beverage Cans. Segment assets are disclosed after deducting inter segment
assets of £10m for Beverage Cans, £4m for Plastic Packaging, £2m for Glass and £1m for Disposals and businesses for sale. Segment liabilities are disclosed
after deducting inter segment liabilities of £12m for Beverage Cans, £1m for Plastic Packaging and £4m for Glass. Assets of associates and joint ventures are
wholly affributable fo Beverage Cans.

If the disposal of the non barrier thin woll plastic packaging business and the proposed disposal of the Petainer refillable botile business had been included as
part of the Plastic Packaging segment rather than in Disposals and businesses for sale, sales, underlying operating profit and operating profit of that segment
would have been £811m, £87m and £50m respectively [2005: £57 1m, £63m and £62m).

Capital expenditure includes £17m in Glass relating to emission rights.

Underlying operating profit comprises operating profit before exceplional items. Underlying return on sales comprises underlying operating profit divided by
sales. Unallocated assets comprise derivative financial instrument assets, deferred tax assets and cash and cash equivalents which are used as part of the
Group's finoncing offset arrangements. Unallocated liabilities comprise borrowings, derivative financiol instrument liabilities, current and non current fax,

deferred tax liabilities and retirement benefit obligations.
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2 Segment analysis continued

li} Analysis by business segment 2005 - restated
Underlying Underlying

operating return Operating

Sales profit on sales profit

£m £m % £m

Beverage Cans 2,235 313 14.0 345
Plastic Packaging A7 57 12.1 56
Glass 405 36 8.9 36

Disposals and businesses for sale 126 3 2.4 (17]
3,237 409 12.6 420

Share of post fax profits of associates and joint ventures 7

Refirement benefit obligations net finance cost (29

Net interest expense (67)
Profit before tax 3

Tax {108)
Profit for the financial year 223

Depreciation

Segment Segment Capital and
assets liabilities expenditure amortisation Impairment
£m £m £m £m £m
Beverage Cans 2,241 (433) 81 84 5
Plastic Packaging 805 (147} 40 36 -

Glass 469 (97) 54 43
Disposals and businesses for sale 59 (18) 8 @ -
3,574 (695) 183 172 5

Assaciates and joint veniures 29 -

Unallocated assets and ligbifities 555 {2,454} - - -
4,158 13,149) 183 172 5

Share of post tax profits of associates and joint ventures are afiributable to Beverage Cans £3m and Disposals and businesses for scle £4m. Segment
assets are disclosed after deducting inter segment assets of £7m for Beverage Cans, £1m for Plastic Packaging, £1m for Glass and £1m for Disposals ond
businesses for sale. Segment liabilities are disclosed after deducting inter segment liabilities of £5m for Beverage Cans, £1m for Plastic Pockaging, £3m for
Glass and £1m for Disposals and businesses for sale. Assets of associates and joint ventures are wholly attributable to Beverage Cans.

If the disposal of the UK Glass business had been included as part of the Glass segment rather than in Disposals and businesses for sale, sales, underlying
operating profit and operating profit of that segment in 2005 would have been £431m, £33m and £8m respectively.

Capital expenditure includes £9m in Glass relating to emissien rights.

fiii) Analysis by geography 2006

Segment Capital

Sales assets expenditure

£m £m £m

UK 209 302 17
Germany 263 530 52
France 167 267 18
Other Europe 1,132 1,016 76
usaA 1,328 927 53
Brazil 336 357 22
Rest of world 3N 273 9
3,738 3,672 1

Associates and joint ventures - 32 .
Unallocated assets - 519 .
3,738 4,223 241

Segment ussets are disclosed after deducting inter segment assets of £67m for UK, £15m for Germany, £9m for France, £20m for Other Europe, £9m for
USA, £1m for Brazil and £8m for Rest of world. Assets of assaciates and joint venlures are wholly attributable to Rest of world.

83




Ngles 1o the consolidated financial statements

2 Segment analysis continued

[iv) Analysis by geography 2005 - restated

UK

Germany
France

Other Europe
USA

Brazil

Rest of world

Associates and joint ventures
Unallocated assets

Segment Capitel
Sales assels expenditure
Em £m £m
220 287 11
251 479 53
162 269 20
1,012 869 39
1,136 1,125 44
289 377 8
167 168 8
3,237 3,574 183
29
- 555 -
3,237 4,158 183

Segment assels are disclosed after deducting inter segment assets of £55m for UK, £11m for Germany, £5m for France, £8m for Cther Europe, £5m for USA,
£8m for Brazil and £4m for Rest of world. Assets of associates and joint ventures are atiributable to UK £3m and Rest of world £26m.

3 Operating expenses

Raw martericls

Changes in inventories of WIP and finished goods
Employee benefit expense {note 4]
Depreciation of property, plont and equipment
Amortisction of intangible ossets

Impairment

Freight costs

Operating lease rental expense

QOperating lease rental income

Use of grants

Discontinuonce of cash flow hedge accounting
Other operating expenses

Other operating income

2006 2005
Underlying 2006 Underlying 2005

business  Exceptional 2006 business  Exceptional 2005
performance items Total performance items Total
£m Em E€m E€m E£m £m
{1,845) . (1,845) {1.501) {1,501}
6 - 6 13 - 13
(644) 57 {587) (591] 52 (539
{159) - {159) (162) (162
an) ) (22) (o) - {10}
(10) (7 (17 - i3] {3}
(179) . (179) {145) . (145}
{30) - {30) (25) (25)

6 - ) 5 5

18 - 8 ¢ 10

- - - 1 - 1
(481} (40} {521) 1430) 41) (471}

b - (-] 7 5 12
(3,323) ) (3,324) 2.828) n (2,817

Operating expenses include research and development expenditure of £14m (2005: £12m).

Impairment of £10m in underlying business performance related to the impairment of emission rights in Glass following o significant fall in the market price of
carbon dioxide emission rights during 2006. This impairment was offset by income of £10m, included in use of grants, from government grants that had been

issued in respect of emission rights.
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4 Employee costs and numbers

{i} Employee benefit expense

2006 2005
£m £m
Wages and salories (536} (481)
Social security {80) {74)
Share based payment - (8)
Retirement benefit obligations operating profit credit 29 24
(587) (539
li} Key management compensation (including directors of Rexam PLC) 2006 2005
£m £m
Salaries and short term employee benefits (6) r4]
Post employment benefits {2) 2)
Share based payment {2} (4)
(10) (13)
Key management comprises oll Rexam PLC diractors and those members of the Rexam PLC Group Management Committee who are not Rexam PLC
directors. For details of the Group Management Committee see Directors and Officers and the Corporate Governance Report. For details of directors’
remuneration see the Remuneration Report.
i} Average number of employees
2005
2006 restated
Number Number
Beverage Cans 6,700 6,500
Plastic Packaging 13,200 10,200
Glass 3,600 3,900
Disposals ond businesses for sale 700 400
24,200 21,700
2006 2005
Number Number
UK 940 1,300
Germany 2,700 2,700
France 2,500 2,500
Other Europe 4,200 4,100
UsA 5,600 3,600
Brazil 1,600 1,700
China 5,600 4,800
Rest of world 1,100 1,000
24,200 21,700
5 Auditors’ remuneration
2005
2006 restoted
£m £m
Fees payable to PricewaterhouseCoopers LLP for the audit of the consclidated financial statements 0.6 0.5
Statutory audit fees payable fo associate members of PricewaterhouseCoopers LLP 2.1 1.7
Total audit fees 2.7 2.2
Other tees in respect of services required by legislation 0.1 0.1
Fees for tax services 0.6 0.4
Fees for other services 0.1 1.1
3.5 3.8
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6 Exceptional items

2005
2006 restated
£m £m
Exceptional items included in operating profit:
Retirement benefit obligations 53 45
Restructuring and integration of businesses:
Restructuring of existing businesses 21) (7
Integration of new businesses (8) -
(29) %]
Other exceptional items:
Amortisation of acquired intangible assets {11}
Liigation claim (8) -
Disposal of businesses 3) (25)
Recognition of deferred tax assets on prior year acquisitions (3) {71
Profit on disposal of land - 5
{25) {27)
Exceptional items included in share of post fax profits of associates:
Sale of land and property of asseciate 8
Disposal of associate - 4
8 4
Exceptional items included in interest expense:
Early redemplion of convertible preference shares {10}
Financing derivative market value changes 7 9
{3} Q
Total exceptional items included in profit before tax 4 24
Tox on exceptional items {9 (19)
Total exceptional items {3} 5

In June 2006, a change fo the US retiree medical plan was made to coordinate prescription drug benefits payable to certain retirees with cover available
from the US government through the Medicare Part D programme. This change resulted in a gain of £38m, net of ossocioted legal fees of £1m. In December
2006, certain changes were implemented to the US defined benefit pension plans giving rise to a goin of £15m. The gain of £45m {net of associated legal
¢osts of £1m} in 2005 related to changes implemented to the Group's obligations in respect of US retiree medical benefits.

A cost of £21m arises from the restructuring of existing businesses, principally in the Plastic Packoging sector. The decision to exit from the non barrier thin
wall plostic packaging business resulted in the rationalisation of a plant. In response to slower demand within part of the Make Up division, actien was
taken to reduce the cost base in France and Asia. In addition, a major restructuring of the administration support function within the European beverage can
operation has been completed. A cost of £8m arises from the integrafion of new businesses initiated following the Plastic Packaging acquisitions of Precise
Technology (that resulted in the closure of four facilities in the US} and of FangXin. The restructuring in 2005 arose in the European Beverage Can operation
following conversion of two of its plants from steel to aluminium can preduction.

Intangible assets, such as technology, patents and customer controcts, are required to be recognised on the acquisition of businesses and amortised over their
useful life. The directors consider that separate disclosure of the amartisation of such acquired intangibles aids comparison of organic growth in underlying
profit and therefore this cost of £1 1m {2005: £nil) is separately disclosed within exceplional items. Following a recent appeal ruling, a provision of E8m has
been made in respect of a legacy litigation claim reloting 1o on acquired business. The claim hod been initiated before Rexam assumed coniral of that business.
Losses on the disposal of businesses amounted to £3m. In keeping with the sirategy to concentrate the food plastics operations on high margin and faster
growing markets, three non barrier thin wall plastic packaging businesses were sold and the Petainer refillable bottle business wos made available for sale.
The loss on disposal in 2005 of £25m related to the sale of the UK Glass business. A charge of £3m {2005: £7m} arises from the recognition of deferred tax
assets on prior year acquisitions relating to the utilisation of tax losses not recorded at the date of acquisition. This charge is treated as exceptional due to size
and because it arises out of the fransition to IFRS.

A gain on the sale of lond and property of £8m, following the relocation of a manufacturing facility, by the associate in Korea has been included in exceptional
items in view of its size and one off nature. The gain on disposal of an associate of £4m in 2005 related to the sale of Rexam'’s interest in a non care printing
business.

In October 2006, Rexam shareholders approved the early redemption into ordinary shares of the convertible preference shares. Following the adoption of
IFRS, the convertible preference shares hod become financially inefficient; the debt element was reclassified from equity to borrowings, the dividend thereon
included within interest and no tax deduction was ovailable on that dividend. The enhanced conversion premium of £10m, including associated costs, has
been included in exceptional items due to its size and one off nature. The fair value of the derivatives arising on financing activities directly relates to changes
in interest rates and foreign exchange rates. The fair value will change as the transactions to which they relate mature, as new derivatives are fransacted and
due to the passage of time, The fair value change on financing derivatives for the year gave rise to a net gain of £7m (2005: £9m}.
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7 Interest

Interest expense:

Bank overdrafts

Bank loans

Medium ferm nofes

finance leases

Dividends on convertible preference shares

Net foreign exchange losses

Underlying inferest expense

Early redemption of convertible preference shares
Derivative financial instrument valve changes

Interest income:
Cash and cash equivalents

Notes to the consolidated financial statemants

2006 2005
£m €m
{19} {13}
{23) {15}
{54) (49}
{2) (2
{4) {5
m {4)
{103) {88}
(10} -
7 9
{106} {79)
13 12

Interest on medium ferm notes in 2006 includes accrued interest income of £6m {2005: £10m] on inferest rate and ¢ross currency swaps designated as
hedging instruments and accrued interest expense of £4m (2005: £6m) on interest rate and cross currency swaps not designated as hedging instruments.

Net foreign exchange losses in 2006 comprise losses of £39m [2005: gains £33m] on borrowings and cash and cosh equivalents, gains of £23m

(2005: losses £20m] on derivatives designated as hedging instruments and gains of £15m {20035 losses £17m) on derivatives not designated as hedging
instruments. Derivative foreign exchange losses arise on translation of cross currency swap principal amounts and on the setilement of forward foreign

exchange contracts which hedge net borrowings.

Derivative financial instrument value chonges in 2006 comprise a loss of £12m {2005: gain £2m) on hedging instruments and a corresponding gain of

£12m [2005: loss £2m} to the value of medium term notes under a designated fair value hedging relationship, losses of £nil {2003: £2m) on other

derivatives designated as hedging instruments and gains of £7m {2005: £11m) on derivatives not designated as hedging instruments.

8 Tax

Included in the conselidated income statement:
Current lax;

Current tax charge

Adjustment in respect of prior years

Deferred tax:

Crigination and reversal of temporary differences
Benefit from previously unrecognised tax losses and tax
credits reducing current tax expense

Benefit from previously unrecognised tax losses and tax
eredits reducing deferred tox expense

UK tax included in the total above is £15m (2005: £13m}.

Included in equity:

Deferred tax:

Retirement benefit obligations
Cash flow hedges

2005
2006 Underlying 2005

Underlying 20046 business  Exceptional 2005
business  Exceptional 2006 performance items Total
performance items Total restated restated restated
£m £m £m £m £m £m

{58) 2 {56) (50} (3) {53}

17 - 17 - 1 1

{47) 2 {39) {50} 12} {52

{38) {13) {51) {49} {17} {66}

2 2 4 10 10

2 - 2 - - -

{34} {11) {45) (39) {17} [56)

{75) 4} {84 (89) {19] (108}

{a8) - {a8) 4 4
4 - 4 il ()
{44) : {44) 5) {5)
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Notas to the conselidated lnancial statements

8 Tax continued

A reconciliation of the tax charge opplicable to the Group's profit before tax at the UK statutory rate of 30% {2005: 30%) with the tax charge at the Group’s

effective rate is set out below.

Profit before tax

Tax at the UK statutory rate of 30% (2005: 30%)
Utilisation of tax losses ond tax credits

Non deductible and nen taxable items

Higher domestic tax rates on overseas earnings
Tax overprovided in prior years

Tax in the consolidated financial statements

Effective rate of tax

The movements in deferred tax asseis and liabilities during the year are set out below,

Deferred tax assets:

At 1 Jonuary 2006

Exchange differences

Acquisition of subsidiaries

Disposal of subsidiaries

Charge for the year

Charge to equity

Transter to assets classified os held for sale
At 31 December 2006

At 1 Jenuary 2005

Exchange differences
Acquisition of subsidiaries
Charge for the year

Credit ta equity

At 31 December 2005 - resiated

Deferred tax liabilities:

At t January 2006
Exchange differences
Acquisition of subsidiaries
Charge for the year
Credit fo equity

At 31 December 2006

At 1 January 2005

Exchonge differences
Acquisition of subsidiaries
Disposal of subsidiaries

Charge for the year

Charge to equity

At 31 December 2005 - resiated
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2005
2006 Underlying 2005
Underlying 2006 business  Exceptional 2005
business  Exceptional 2006 performance items Total
performance items Total restated restated restated
£m £m £m £m £m £m
303 4 307 307 24 331
?1) (m (92) (92) 17) (99)
2 2 4 10 - 10
3 (8) (5) 2 (1 (9
(8) (2) (o) k4] (2) (11
19 . 19 - 1 1
{75) (4] {84) {89 {19 {108}
25% 27% 29% 33%
Retirement Other
benefit temporary
obligations Tax losses differences Total
£m £m E£m £m
233 26 74 333
{15) () (6) (22)
- - 2 2
- - m m
(24) 12) 6 (30)
(48) - - (48)
- - m (n
146 13 74 233
228 42 75 345
16 3 & 25
- - 1 1
(13 {191 {8l (42)
4 ; . 4
233 26 74 333
Other
Accelerated tax temporary
depreciation differences Total
£m £m £m
169} (89) (158)
5 -] 11
(1} (@) (10)
(21) 6 {15)
. a a
(86) (82) {168)
{63) (39} (102)
2) 2 .
: (34) (341
1 : !
{3) (%) {14)
- (% %)
(69 (89) (158)




Notes io the conselidoind hinencial slaiements

8 Tax conlinved

Deferred tox assets and liabilities are presented as non current in the consolidated balance sheet. Of the total deferred tax assets, £36m {2005: £64m) are
recoverable within one year. Deferred 1ax assets and liabilities are only offset where there is a legally enforceable right of offset and there is an intention to
setile the bolance net.

Deferred tax assets have been recognised where it is proboble thot they will be recovered. In recognising deferred tax ossets, the Group has considered if it is
more likely than not that sufficient future profits will be available 1o absorb tax losses and other timing differences. Deferred tax assets of £30m {2005: £37m)
have not been recognised in respect of losses, tax credits on dividends and other timing differences due to the uncertainty of the availability of suitable profits
in the foreseeable future. The principal ifems on which no deferred tax assets have been recognised are tax losses of £30m (2005: £30m) and UK tax credits
on foreign dividends of £18m [2005: £15m). There is no expiry date on either of these items.

No deferred tax has been recognised on the unremitted earnings of overseas subsidiaries and associates, If the earnings were remitted in full, tax of £175m

[2003: £165m) would be payable.

9 Earnings per share

2005
2006 restated
Pence Pence
Basic earnings per share 39.7 40.4
Diluted earnings per share 39.7 39.4
Underlying earnings per share 40.6 39.5
£m £m
Underlying profit before tax 303 307
Tax on underlying profit (73) (891
Profit atiributable to equity shareholders before exceptional itlems 228 218
Exceptional items after tax {5) 5
Profit atiributable to equity shareholders 223 223
Dilution on conversion of convertible preference shares - 5
Profit attributable to equity shareholders on a diluted basis 223 228
2006 2005
Number Number
milliens millions
Weighted average number of shares in issue for the year 561.3 551.8
Dilution on exercise of outstanding share optians 0.8 31
Dilution on conversion of preference shares - 24.4
Weighted number of shares on a diluted basis 562.1 579.3
Number of shares in issue ot 31 December 583.3 553.6
10 Equity dividends

2006 2005
£m £m

Interim dividend for 2006 of 7.9p paid on 2 November 2006 a4
Final dividend for 2005 of 10.6p paid on 5 June 2006 59 -
Interim dividend for 2005 of 7.52p poid on 1 November 2005 - 41
Final dividend for 2004 of 10.09p paid on 1 June 2005 - 56
103 97

A final dividend per equity share of 11.1p has been proposed for 2006 and, subject to sharehelder approval, is payable on 6 June 2007, In accordance
with IFRS accounting requirements this dividend has not been accrued in these consolidated financial statements.
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Nates 1o the consolidated financiol sialements

13 Property, plant and equipment

Plart and Assets under
Property equipment construction Total
£m £m Em £m

Cost:
At 1 Jonuary 2006 408 1,633 48 2,089
Exchange differences (27) (108) {6} {141)
Acquisition of subsidiaries 18 30 9 57
Additions & 77 133 216
Disposal of subsidiaries (5) (36) (1) {42)
Disposals (n {22) - {23)
Transfers 1o assets classified as held for sale (9 {31) - {40)
Reclassifications 8 82 {90) -
A1 31 December 2006 398 1,625 93 2,116
Accumulated depreciation:
At 1 Janvary 2006 {68) (835) - {903)
Exchange differences 7 65 - 72
Disposal of subsidiaries 1 26 - 27
Disposals - 17 - 17
Depreciation for the year (16) (143) - (159)
Impairment (1) {6) - (7)
Transfer to assets classified as held for sale 3 25 - 28
At 31 December 2006 {74) (851) - {925}
Carrying value at 31 December 2006 324 774 93 1,191
Cost - restated:
At 1 January 2005 378 1,524 46 1,948
Exchange differences 9 34 3 46
Acquisition of subsidiaries 27 40 2 &9
Additions 5 67 88 160
Disposal of subsidiaries {18) (76) (2) (96)
Disposols n (34) (1 (36)
Transfers {2) - - (2)
Reclassifications 10 78 (88) -
At 31 December 2005 408 1,633 48 2,089
Accumulated depreciation:
At 1 January 2005 159) {(732) - {791}
Exchange differences - (16) - {16)
Disposal of subsidiaries 5 37 - 42
Disposals - 28 - 28
Depreciation for the year {14} {148) - (162)
Impairment - {5) - {5)
Transfers 1 - - i
Reclassifications 1} 1 - -
At 31 December 2005 {68) [835) - {903)
Carrying value at 31 December 2005 - restated 340 798 48 1,186

The carrying value of property, plant and equipment includes finance leased assets of £32m [2005: £25m| in respect of property and £7m (2005: £13m)
in respect of plonr and equipment.

The impairment of £7m in 2006 relates 1o a £5m write down of assets in the UK following the decision to exit the nen barrier thin wall plastic packaging
business and a £2m write down of assels following the decision 1o reduce the cost base for Make Up in France. The impairment was measured by determining
the fair values of the assets, being market value less selling costs. The impairment of £5m in 2005 related to o write down of assets following the conversion
of cerlain Beverage Con lines from steel 1o aluminium in Europe. The impairment was measured by determining the Fair value of the assets, being market value
less selling costs.

There are no borrowing costs capitalised included in the carrying value of property, plant and equipment {2005: Enil).
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14 Investments in subsidiaries

Motos to the consolidated financial sialemenis

The main subsidiaries, all of which are wholly owned, are shown below. Save os indicated with an asterisk, the capital is wholly owned by Rexam PLC.

Subsidiaries incorporated in the UK are registered in England and Wales.

Subsidiary

Country of
incorporation

Principal area
of operation

Identity of
capital held

Nature of
business activities

Rexam Beverage Can Company*
Rexam Beverage Can South America SA*
Rexam do Brazil Lida™*

Rexam European Holdings Limited

Rexam France SA*

Rexam Group Holdings tLimited
Rexam Holdings AB*

Rexam In¢*

Rexam Overseas Holdings Limited™

15 Investments in associates and joint ventures

At 1 Janvery 2006

Exchange differences
Share of post tax profits

Disposals
Repayment of loan

At 31 December 2006

At 1 January 2005

Exchange differences
Share of post tax profits

Additions
Disposals
Dividends paid

At 31 December 2005

United States
Brazil

Brazil

UK

France

UK

Sweden
United States
UK

United States
South America
South America

UK

France

UK

Conlinental Europe
United States

UK

Common stock
Common stock
Quotas
Crdinary shares
Ordinary shares
Ordinary shares
Crdinary shares
Common stock
Ordinary shares

Consumer packaging
Consumer packaging
Consumer packaging
Holding company
Consumer packaging
Holding company
Consumer packoging
Holding company
Holding company

Joint
Associates venture Total
£m £m €m
26 3 29
(1) - (m
9 - 9
(2) - {2)
- (3) (3
32 - 32
26 3 29
4 4
7 - 7
. 3 3
(10 (3) {13
{1 - (1
26 3 29

A1 31 December 2006 and at 31 December 2005, the principal associates and joint ventures are a Korean associate, Hanil Can Company Limited, in which
Rexam holds a 40% share and a UK joint venture, Kemsley Fields Limited, in which Rexam holds a 43.2% share. Sales, profit after tax, assets and liabilities
on a 100% basis for all associates and joint ventures are £125m, £22m, £130m and £48m respectively (2005: £152m, £8m, £138m and £76m).

16 Available for sale financial assets

At 1 Janvory

Exchange differences

Income for the year
Cash received

Disposal of life insurance policies
Transter to retirement benefit obligations

At 31 December

Non current assets
Current assets
At 31 December

2006 2005
£m £m
30 28

(3) 3
- 1
1
(3) -
(2) {2)
23 30
22 26
1 4
23 30

Available for sale financial assets at 31 December 2006 include £21m [2005: £25m} of investments used to satisfy certain US pension obligations, of which

£20m [2005: £21m] comprises listed investments, the fair value of which are determined directly by reference to published price quotations in an active market,

and £1m [2005: £4m) comprises cash and cash equivalents. Also included in ovailable for sale financial assets at 31 December 2006 are unlisted investments
of £2m {2005: £2m}. At 31 December 2005 there were life insurance policies of £3m which were sold during 2006 os detailed further in note 27.
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Notes 1o the consolidated financial statements

24 Financial instruments
(i) Financiol risk management

Rexam bases its financial risk management on sound economic objectives and good corporate practice. Group treasury operations are carried out under
strict policies and parameters defined by the Rexam Board of Directors and supervised by its Finance Committee. Rexam freasury is noi run as a profit centre
nar daes it enter into any transactions for speculative purposes. All derivative financial instruments are measured ot fair value at the balance sheet date.

The Group’s major operational hedges comply with IAS39 and hedge accounting treatment is opplied. Some smaller trading exposures are hedged on an
economic basis and hedge accounting treatment is nat applied where the compliance burden is deemed to be unduly onerous and the income statement
volatility arising is not expected to be significant. In addition, some interest rate swaps used to manage Rexam'’s fixed /floating debt mix, while economically
effective, are ineligible for hedge accounting treatment. Foir value gains and losses on these hedges are recognised in the consolidated income statement. In
2006, there was a net gain of £7m (2005: £9m) on financing derivatives on which hedge accounting was not applied, recorded within exceplional interest
in the consolidated income statement,

Interest rate risk

The objective of Rexam’s interest rate risk management is to reduce the Group’s exposure to the impact of changes in interest rates in the currencies in which
debt is borrowed. The detailed interest rate risk profile is shown in section {iv) below. Interest rate risk is managed through the issue of long term fixed rate
bonds in both eures and sterling under Rexam's medium term note programme and through the use of interest rate derivatives that are used 1o manage the
overall fixed/floating mix of bank and bond debt.

Refinancing risk

Rexam freasury mitigales refinancing risk by raising its debt requirements from o range of different sources and with o range of moturity dates. As at

31 December 2006, debt maturities ranged from less than one year (19% of drawn debt] to 2013 (33% of drawn debt). No more than 33% of drawn debt
ot 31 December 2006 expires in any one financial year,

Foreign exchange translation risk

The Group seeks to mitigate the impact of foreign exchange movements between overseas currencies and sterling arising on the translation of the valve of
non UK operations into sterling for reporting purposes. This is achieved by borrowing a proportion of debt, either directly or through the use of cross
currency swaps and forward foreign exchange contracts, in currencies which match or are closely linked to the currencies of the overseas businesses. This
approach also provides some protection against the foreign exchange translation of overseas earnings as it matches the currency of earnings to the currency
of the interesi expense. These amounts are included in the consolidated financial statements by translation into sterling at the balance sheet date and, where
hedge accounted, offset in equity against the translation movement in net assets.

Foreign exchange tansaction risk

The Group looks to mitigate currency risk arising on cross border trading transactions wsing a range of derivative instruments, Generally, the Group will
hedge a higher proportion of shorter term, contractually committed transactions, but does also hedge some lenger term contracts into the medium term,
None of the foreign exchange derivative instruments at 31 December 2006 related to derivative frading activity, although some fair value gains and Josses
were taken fo the consolidated income statement because IFRS hedge accounting trectment was not applied. Foreign exchange derivative instruments are
wsed for hedging general business exposures in foreign currencies such as the purchose and sale of goods, capital expenditure and dividend flows. Where
IFRS hedge accounting treaiment is obtained, gains or losses on the derivative hedges ore held in equity and recognised in the consolidated income
statement when the losses or gains on the hedged transactions are recognised in the consolidated income statement.

Commaodily risk

The objective of commodity risk management is to identify those businesses that have exposures to commodities traded on commodity markets and to then
determine which, if any, cammodity market instruments are appropriate for hedging those exposures. To manage such exposures, the Group uses mainly
over the counter instruments transacted with banks, which are themselves priced through a recognised commodily exchonge, such as the London Metal
Exchange. In addition, the Group makes use of physical supply contracts which effectively pass commodity risks through to customers, Rexam manages the
purchase of cerlain raw materials, including oluminium and energy costs through physical supply contracts which, in the main, relate direcily to commodity
price indices, The supply contracts may be hedged with appropriate derivative contracts to fix and manage costs. The derivative hedge contracts may extend
over several years. Usually a higher proportion of short term exposures are hedged than those further forward. The extent of the forward cover taken is
judged according to market conditions and prices of futures prevailing at the time. None of the commodity derivative financial instruments at 31 December
2004 related to derivative trading activity, although some fair value gains and losses were taken to the consolidated income statement because IFRS hedge
accounting was not applied. The commadity hedges relate to contracted and expected future purchoses of aluminium and energy. Where IFRS hedge
accounting treatment is obtained, gains or lesses on the derivative hedges are held in equity and recognised in the consolidated income statement when
the losses or gains on the hedged transactions are recognised in the consolidated income statement.

Embedded derivatives

Certain supply contracts entered into by Group companies include embedded derivatives, normally used as part of the pricing mechanisms agreed with
customers or suppliers. Under FRS these embedded derivatives cannot be reported as being part of @ hedging relafionship, so kair value gains and losses are
taken to the consalidated income statement. The effect of fair valuing these embedded derivolives is generally 1o recognise of the reporting date the impact,
at prevailing market prices, of the pricing mechanism’s embedded derivative on the expected future supplies to be made under the contracts, even where a
contraet is in profit or would not otherwise require its future financial effects 1o be recognised.
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24 Financial instruments conlinued

lii} Carrying amount and fair value of financial assets and liabilities at 31 December:

Financial assets:

Cash and cash equivalents
Available for sale financial assets
Derivative financial instruments

Finoncial liabilities:
Borrowings:

Bank overdrafts

Bank loons

Medium term notes

Finance leases

Convertible preference shares
Derivative financial instruments

Notes to the consolidaled hinancial siatements

2004 2006 2005 2005
Carrying Fair Carrying Fair
amount value amount valve
£m £m £m £m
138 138 87 87
23 23 30 30
148 148 135 135
{124) (124) 1 o1
(313) (313) {369} {369)
(958) (979) {815) 1845)
(20) (21) (36) (38)

- : 7o) 7l
(14} (14) (20) {20)

Marke! values have been used to determine the fair values of cash and cash equivalents, available for sale financial assets, cross currency swaps and bank

borrowings. The fair value of the medium term notes has been determined by reference to their quoted market prices at the close of business on 31 December,
The fair value of the liability component of the convertible preference shares was defermined using o market rate for an equivolent non convertible bend. The
foir values of interest rate swaps, fixed rate loans and finance leases have been determined by discounting their cash flaws at prevailing Interest rates. The

tair value of forward foreign exchange contracts has been determined by marking those contracts to market against prevailing forward foreign exchoange rates.

The fair value of forward aluminium commedity contracis has been determined by marking those contracts fo market at prevailing forward aluminium prices.
The fair value of embedded derivatives has been calculated using valuation models incorporating market commodity prices and foreign exchange rates.

{iii} Hedging octivities

The net fair values of the Group's derivative financial instruments designated, and not designated, as hedging instruments are set out below,

At 31 December 2006

Interest rate swaps

Cross currency swaps

Forward foreign exchange contracts
Forward aluminium commodity contracts
Embedded derivatives

At 31 December 2005

Interest rate swops

Cross currency swaps

Forward foreign exchange contracts
Forward oluminium commodity contracis

Embedded derivatives

The fair values of the Group's non derivative financial instruments ot 31 December designated as hedging instruments are set aut below.

Bank loans
Medium term notes

Net Total

Non hedge Fair value Cash flow investment net fair
accounted hedges hedges hedges valve
Em £m £m £m £m
- 3 - - 3
22 80 - - 102
- - {3} . (5)

- - 36 - 36
2) - - - (2)
20 83 N - 134
(8) 8 .
4 64 - 6 74

1 4 . 5

1 41 - 42
icd] : - - ]
(8) 72 45 [} 115
2006 2005

£m £m

(140} (106)

{538} (410}

(678) (516}
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24 Financial instruments continued

The principal amounts of derivative financial instruments not hedge accounted and hedge accounted are set out below.

At 31 December 2006

Interest rate swaps with inlerest payable at fixed rates
Interest rate swaps with interest receivable at fixed rates
Cross currency swaps

Forward foreign exchange contracts

Forward aluminium commodity confracts

Forward energy contracts

Embedded derivatives

Fair value hedges

Net

Non hedge Fair value Cash flow investment
accounted hedges hedges hedges
£m £m £m £m

524 . ; ;

346 254 - -

120 432 - -

154 . an -

7 - 107 -

2 - B -

15 - . .

The Group has designated interest rate swaps and the interest element of cross currency swops as fair value hedges whereby interest is receivable af fixed
inferest rates varying from 4.4% to 7.1%. These swaps hedge the exposure to changes in the fair value of medium term notes which mature in 2009 and
2013. The cross currency swap element of swaps referred to above hedge changes in the fair value of US dollar intercompany foans which mature in 2009.

Cash flow hedges

The Group has designated forward foreign exchange, aluminium commodity and energy contracts as cash flow hedges. The aluminium commodity and

energy contracts hedge anticipated future purchases of aluminium and energy respeclively and mature between 2007 and 2008. Forward foreign exchange
contracts hedge foreign currency transaction risk and mature between 2007 and 2009, The associated fair volue gains and losses on cash
flow hedges are transferred to inventory in the period in which the underlying hedged transactions occur.

Net investment hedges

The Group has designated foreign currency borrowings as hedges of net investments in its subsidiaries in the Eurozone and the USA,

liv] Interest rate risk

The following table sets out the carrying amount, by maturily, of the Group's non derivative financial instruments that are exposed to inferest rate risk.

At 31 December 2006
Fixed rate:

Bank loans

Medium term notes
Finance leases

Floating rate:

Cash and cash equivalents
Bank overdrakts

Bank loans

Medium term notes

Finance leases

o8

Effective Total
interest Within 1to 210 30 4to More than  carrying
rate Tyear 2years 3years 4dyears Syears  Syears  amount

% £m £m £m £m £m £m £m
10.5 (6) (1) {1} (1) - - ]
54  {128) - (368) - . {a56) (952
7.5 (7 2 {2) m il - (13)
{141) (3) {371) (2) (¥} {456) (974)

138 - - - - - 138

(124) . - - . - (129

(19) (3) (3) (2) (273) (13) {304)

- (6) - - - - (6)

- (7) : : : : )

4 (16) {3) (2) (273} {13) (303)
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24 Financial instruments continued

Total
Effective Within 1to 20 3o 4to More than  carrying
interest rate lyear 2years 3years dyears Syears  Syears  amount
At 31 December 2005 % £m £m £m £m £m £m E£m
Fixed rate:
Bank loans 4.6 (3} ] ] - {5)
Mediym term nofes 6.9 {40 (388} - {370) - . (798)
Finance leases 7.5 {16} 7] (3) (1} {1 {t} {29}
Convertible preference shares 8.0 - - - - - {70) (70)
{59} [394) 14) (371} (1} {71} [¥02)
Flacting rate:
Cash and cash equivalents 87 - - - . - 87
Bank overdrafts {21) - - - - - {@1)
Bank loans 14) 3) (3} 3 (339) 12)  (364)
Medium term notes {10} - 7} - - - (17}
Finance leases . 7} . . . ]
{18) (3] {17} {3) {339) {12) (392}

Cash at bank earns interest at floating rates based on daily bank deposit rates in the relevant currency. Shart term depaosits are made for varying periods of
between one day and three months depending on the immediate cash requirements of the Group and earn interest at the respective short term deposit rates.
Other floating rate financial instruments are ot the appropriate LUBOR interest rates as adjusted by variable margins. Interest on floating rate financial
instruments is re-priced at intervals of less than one year. Interest on fixed rate financial insiruments is fixed until maturity of the instrument.

The effect of interest rate swaps and cross currency swaps, including principal amounts only, is to modify the amounts and interest rates of medium term

notes as set out below.

Total
Effective Within 11to 2to 3to 4to More than  carrying
inferest rate lyear 2years 3years dyears Syears Syears  amount
At 31 December 2006 % £m £m £m £m Em £m £m
Fixed rate 5.5 (124) - (182) - - (322) (628)
Floating rate {4) {6) {99) - - (133) {242)
Medium term notes after effects of hedging {128) {6} {281) - - {455} {870)
Principal amounts of cross currency swaops - - (88) - - - (88)
Medium term notes before effects of hedging {128} (6) {369) - - (455} {958}
At 31 December 2005
Fixed rate 7.2 {40} (384) - {205} - - {629
Floating rate {10} (4) 7 : . (132)
Medium term notes after effects of hedging {501 (388) 17 (316} - - (761}
Principal amounts of cross currency swaps - - - (54} - . [54)
Medium term notes before effects of hedging {50) [388) i7) {370} - - (8135}

{v} Currency risk

Mon derivative financial instruments that create potentially significant currency exposures, since they are denominated in currencies other than the functional
currency of the entities which hald them, are set out below.

2006 2005

Em £m

Borrowings denominated in Brazilion reais by entifies in Brazil with a US dollar functional currency (26) (25)
Borrowings denominated in US dollars by an entity in Sweden (13) (13)
Cash denominated in local currencies held by entities in South America with a US dollar functional currency 52 13
Intercompany depesit denominated in US dollars by an entity in the UK with a eure functienal currency 59 34
Borrowings denominated in sierling by an entity in the UK with @ euro funcfional currency - |5}

In oddition, there are minor balances in currency bank accounts held by various entities for operational reasons, insiruments in local currency hedged
back to the entity’s functional currency and currency borrowings used to fund loans fo overseas subsidiaries in their functional currency or to provide net
investment hedges. These financial instruments do not generate significant currency exposures.
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24 Financial instruments conlinyed
{vi) Credit risk

The maximem credit risk exposure of the Group's financial assets ot 31 December 2006 is represented by the amounts reported under the corresponding
balance sheet headings. There are no significant cencentrotions of credit risk associated with financial instruments of the Group.

{vii} Collateral

Included within borrowings are secured loans of £2m {2005: £1m, the security for which is principally property.

25 Retirement benefit obligations

(il Summary

Gross Net

Defined retirement retirement

benefit Other Total Retiree benefit  Deferred benefit

pensions  pensions  pensions medical cbligations tax  obligations

£m £m £m £m E£m Em £m

At 1 January 2006 {514) (23) (537) (244} {781) 233 (548)
Exchange differences 1 1 22 24 a6 {15) a

Current service cost (22) (4) (26) 2 (28) 6 (22)
Exceptional items {see below) 18 . 18 39 57 (20} 37
Total included in operating profit (4) 4 (8) 37 29 (14) 15

Net finance cost {1 - (1) (12) {23) 8 (15}
Actuorial changes 135 - 135 20 155 (48) 107
Cash contributions and benefits paid 44 4q as 12 60 {18) 42
Transfers 3 - 3 - 3 - 3
At 31 December 2006 {326} {22} (348) (163) {511) 146 (365)
Curtailment and setlement: Disposal of businesses 3 - 3 - 3 ) 2
Curtailment: US defined benefit pension plan changes 15 - 15 - 15 {5) 10
Curtailment: Gain on retiree medical - - - 39 39 (14) 25
Exceptional items 18 - 18 39 57 {20) 37
A1 | January 2005 (477) (20) 497} (269} (766) 228 (538)
Exchange differences 117} {2) {19) 29} (48) 16 {32}
Current service cost {22} (4) (24) (2} (28) 7 (21}
Exceptional items {see below] <] - 6 44 52 {18} 34
Total included in operating profit {16} {4} (20) 44 24 o 13
Net finance cost {13} . (13] (16} (29) 10 (9)
Actuarial changes {20} - {20) 8 112) 4 18)
Cash contributions and benefits paid 26 4 30 8 48 (14} 34
Transfers 3 ) 2 - 2 - 2
A1 31 December 2005 {514) [23) (537} {244) {78%) 233 {548}
Curtailment: Disposal of businesses <] - b - 6 2) 4
Past service credit: Gain on refiree medical - - - 46 46 [16) 30
Exceptionol items 6 - é 46 52 {18) 34

The balance for net retirement benefit obligations at 31 December 2004 of £365m [2005: £548m) is included in the consolidated bolance sheet as
retirement benefit obligations of £514m (2005: £783m), other receivables of £3m (2005: £2m) and deferred fax assets of £146m {2005: £233m).
Rexam pays the retiree medical costs on behalf of certain prior year disposed businesses which are subsequently reimbursed by those businesses.
The £3m (2005: £2m) included in other receivables represents the actuarial value of the fotal amount thot is reimbursable.
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25 Retirement benefit obligations continued

{ii} Defined benefit pension plans

The Group operates various defined benefit pension schemes throughout the world, the largest being in the UK and USA. With respect to the UK, a full
actuarial valuation by a qualified actuary was carried out as at 31 March 2005 and updoted 1o 31 December 2006, With respect to the United States, a
full actuarial valuation by a qualified actuary was carried out os at 1 Janvary 2006 and updated to 31 December 2006,

UK Usa Other Total UK USA Other Total
2006 2006 2006 2006 2005 2005 2005 2005
£m £m £m £m Em £m £m £m
Amounts recognised in the consolidated balance sheet:
Fair value of plan assets 1,388 856 69 2,313 1,296 Q97 64 2,357
Present value of funded obligations {1,514) (970) (74) (2,558) (1.533] (1,164} (80) (2,777)
Funded defined benefit pension plans {126) {114) {5) (245) (237) (167} [16) (420)
Present value of unfunded obligations - (32) (49) {81) - {39} [55) (94)
Net liability (126)  (146) (58)  (326)  (237] (204} 7 (514)
Amounts recognised in the consolidated income statement:
Incfuded in employee benefits expense:
Current service cost (10) (8) {4) {22) (1) (8} {3} (22)
Curlailments and setftements - exceptional items 2 15 1 18 & - - 6
(8) 7 {3) (4) (51 18} 3] (14]
Included in net finance cost:
Expecied return on plan assets 80 43 3 126 74 48 3 125
Inferest cost 72) (60) (5) (137 71) 61) ©)  (138)
8 {17) (2) (1) 3 (13 {3) {13]
Total recognised in the consalidated income statement - {10} (5) {15) {2 121} {6) {29}
Amounts recognised in the statement of recognised
income and expense:
Actuarial gains/{losses| on plan assets 36 (5) 1 32 148 {7 4 145
Actuariol gains/{losses] on retirement benefit cbligations 48 41 14 103 {140) 12) 13) {165}
Amounis recognised in the slatement of recognised
income and expense 84 36 15 133 8 (19 ] {20)
Changes in the fair valve of plan assets:
At 1 January 1,296 997 64 2,357 1,102 931 56 2,089
Exchange differences - {110) {2) (112) - 99 (n 98
Acquisition of subsidiaries - - - - - 1 - 1
Expected return on plon assets 80 43 3 126 74 48 3 125
Actuarial gains/({losses} 36 (5) 1 32 148 {7 4 145
Employer contributions 27 11 3 41 14 6 2 22
Plan participant contributions 2 . 2 4 3 - i 4
Benefits paid (53) (80) (2) (135) {45) {81) (1) {127}
At 31 December 1,388 856 69 2,313 1,296 Q97 64 2,357
Major categories of plon assets as a percentage of
total plan assets at 31 December: % % % % % % % %
Equities 73 8 48 438 73 13 47 47
Bonds 25 92 47 50 24 86 47 51
Cash 2 - 3 2 3 1 6 2
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25 Retirement benefit obligations continued

Changes in the fair value of defined benefit pension obligations:

UK USA Other Total UK USA Other Total
2006 2006 2006 2006 2005 2005 2005 2005
€m £m £m £m £m £m £m £m
At 1 Jonuory (1,533) (1,203} (135) (2,871) (1.359] {1,087} (120]  (2,568)
Exchange differences - 131 2 133 (119} 4 (115)
Acquisition of subsidiaries - - - - {1 - (1
Current service cast (10) (8) (4} {22) (1) {8} (3) (22}
Curtailments and settlements — exceptional items 2 15 1 18 & - - é
Interest cost (72) (60) {5) {(137) 71) {61} (6) (138}
Actuariat gains/{losses) a8 a1 14 103 [140) (V2} (13} (165}
Plan participant contributions (2) - (2} (4) {3) (1 (4)
Benefits paid 53 80 5 138 45 82 4 131
Transfer from available for sale financial assets - 2 - 2 3 3
Transfer to liabilities classified as held for sale - . 1 1 - - - -
At 31 December (1,514) (1,002)  (123) (2,639) (1,533] (1,203}  (135) {2,871}
Principal actuarial assumptions:
UK USA Other UK UsA Other
2006 2006 2006 2005 2005 2005
% % % % % %
Future salary increases 4.40 4.50 2.89 4.25 4.50 2.89
Future pension increases 3.00 - 1.95 275 - 1.72
Discount rate 5.00 5.75 4.46 4.75 5.40 392
Inflation rate 3.00 2.50 1.95 2.75 2.50 1.91
Expected return on plan assets [net of administration expenses):
Equities 7.37 7.24 6.88 6.95 7.23 6.83
Bonds 4.62 4.37 4.08 4.10 4.26 3.57
Cash 4.87 2.96 4.05 4,35 2.82 2.02

To develop the expected return on plan assets assumption, the Group considered the current level of expected returns on risk free investments, primarily
government bonds, the historical level of the risk premium associated with the asset class concerned and the expectations for fulure returns of the asset class.

The resulting rates for equities, bonds and cash are then reduced to allow for administration expenses.

The mortality assumptions used in valuing the liabilities of the UK pension plan in 2006 and 2005 are based on the standard tables PA22 as published by
the Institute and Faculty of Actuaries. These tables are adjusted 1o reflect the circumstances of the plan membership. The life expectancy assumed for male
pensioners aged 65 is 19.6 years [2005: 19.6 years) and for female pensioners aged 65 is 22.4 years {2005: 22.4 years). The mortality assumptions used
in valving the liabilities of the US pension plans are based on the RP2000 combined active and retiree mortality table projected to 2006 weighted 70% blue
collar and 30% white collar {2005: UP1994 mortality table). The life expectancy assumed for male pensioners aged 65 is 17.8 years {2005: 17.3 years)

and for female pensioners aged 65 is 20.2 years (2005: 20.7 years).

Information on defined benefit plans:

20046 2005 2004

£m £m £m

Fair value of plan assets 2,312 2,357 2,089
Present value of defined benefit obligations {2,639} (2,871) (2,566)
Net fiability (326) (514) (477)
Cumulative actvarial gains/{losses) 36 [99] [79)
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Experience gains/(losses) arising on defined benefit obligations:
Amount {€m)

Percentage of present value of defined benefit obligations (%]
Experience gains arising on plan assets:

Amount [£m)

Percentage of plan assets (%)

The Group expects to contribute £45m in cash to its defined benefit pension plans in 2007.

{iii) Other pension plans

Notes 1o the cansolidated hinancial slatemants

2006 2005 2004
103 (165) (142)
a 6 (8l

32 145 63

! & 3

The Group operates a number of defined contribution plans, included as part of other pensions in (i} above, for which the charge in the consolidated income

statement for the year was £1m {2005: £1m) and cash contributions were £1m {2005: £1m).

{iv) Refiree medical

Certain current and former employees in the USA are provided with cover for medical costs and life assurance, referred to in these consolidated financial

stalements as retiree medical. These unfunded benefits are assessed with the advice of a qualified actuory,

Amounts recognised in the consclidated balance sheet:

Present value of the retiree medical obligation

Amounts recognised in the consclidated income statement;
Included in employee benefits expense:

Current service cost

Curtailments - exceptional item

Past service credit - exceptional item

included in net finance cost:
Interest cost {including administration costs of £1m {2005: £1m))

Total recognised in the consolidated income statement

Amounts recognised in the statement of recognised income and expense:

Actarial gains

Changes in the present value of the retiree medical obligation:
At 1 Janvary

Exchange differences

Current service cost

Curtailments - exceptional item

Pasi service credit - exceptional item

Net finance cost

Actuarial gains

Benefits paid

A1 31 December

2006 2005
£m £m
{163) {244}
{2} (21
39 .

- 46

37 44
(12) (16}
25 28
20 B
(244} (269)
24 {29}
{(2) 2
39 -

- 46
(12) (14}
20 8
12 18
(163} [244)
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27 Equity continued

At 1 January 2005

Exchange differences

Actuarial losses on retirement benefits

Tax on actuarial losses on retirement benefits
Net investiment hedges

Cash flow hedges recognised

Tax on cosh flow hedges

Cash flow hedges transferred to inventory
Net profit/{loss) recognised directly in equity
Profit for the financial year

Total recognised profit for the year

Share options value of services provided
Share options proceeds from shares issued
Purchase of Rexam PLC shares by Employee Share Trust
Dividends paid

At 31 December 2005

Fair valve and other reserves

Ab 1 January 2006

Exchange differences

Net investment hedges

Cash flow hedges recognised

Tax on cash flow hedges

Cash flow hedges transferred to inventory

Cash flow hedges transferred to the income statement
Sale of life insurance policies

At 31 December 2006

At 1 January 2005

Exchange differences

Net investment hedges

Cash flow hedges recognised

Tax on cash flow hedges

Cash flow hedges transferred fo inventory
At 31 December 2005

Convertible
Ondinary preference Share Capital Fair value

share share  premium redemption  Retained and other Total
capital capital account reserve  earnings  reserves equity
£m £m £m £m £m £m £m
354 1 741 279 [552) 3 826
- - 26 26

: : (2) 2)

- - 4 - 4

; 7 7

. ; 60 60

: 19 e

; ; 131 (31)

- - - {8) 53 45

- - - 223 - 223

- - - 215 53 268

- - - 6 - 6

2 7 - - - 9

: - : 3) - 3)

; . ; 97] ; 97)
356 1 748 279 {431} 56 1,009
Available for Net Total
sale financiol Cash flow investment fair value
Translation assels hedge hedge ond other
reserve reserve reserve reserve reserves

£m £m £m Em £m

18 {(n 32 7 56

(93) - - - (95)

- - - 28 28

- - 32 - 32

- - 4 - 4

- : (48) : (a)

- - (1) - ()

: (2) - . (2)

{77) (3) 23 35 {22)

(8) (1} 12 . 3

26 - 26

- 7 7

60 460

) ©)

. - (37 31

18 (1) 32 7 56

The balance of £3m on the available for sale financial assets reserve at 31 December 2006 represents an unrealised loss on investments used fo satisfy
cerfain US pension obligations. The balance of £1m at 31 December 2005 represented an unrealised loss of £3m on investmenis used 1o satisfy certain
US pension obligations offset by an unreclised gain of £2m on life insurance policies. This gain was subsequently transferred to the consclidated income

statement in 2006 following the sale of those policies.
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27 Equity confinued

Convertible  Non veling

preference deferred Convertible  Non voling
Ordinary shares of shares of Ordinary  preference deferred  Unclassified
shares of 128%p 0.0001p shares of shores of shares of shares of
64%pissued  issuedand  issved and 64%p 128%p 0.0001p 0.0001p
and fully paid fully paid cancelled  authorised  authorised  outhorised  authorised
Number of shares Thousands  Thousands Billions  Thousands  Thousands Billions Billions
At 1 January 2006 553,590 69,397 - 794,534 69,399 - -
Shares issued on employee shore option schemes 37N - - - - - -
Conversion of convertible preference shares 23 (66) . 132 (66} - -
Early redemption of convertible preference shares 25,944 {69.331) 72,462 25,948 (69.333} 72,462 -
Redemption and redesignation of deferred shares - - {72,462) - - {72,462) 72,462
At 31 December 2006 583,328 - - 820,614 - - 72,462
At 1 Jonuary 2005 550,851 69,417 - 794,495 69,419
Shares issued on employee share option schemes 2,732 - - - -
Conversion of convertible preference shares 7 (20) - 39 (20)
Al 31 December 2005 553,590 69,397 - 794,534 69,399

A1 ) January 2006, Rexam'’s share capital comprised ordinary shares and convertible preference shares. The holders of convertible preference shares had
a right to convert their holdings on 28 February in any year until 2015 into fully paid ordinary shares on the basis of 0.3508 new ordinary shares for
each convertible preference share. Following a proposal from the Board, shareholders opproved the compulsory conversion of all of the issued convertible
preference shares into new ordinary shares at an enhanced conversion rate of 0.3742 new ordinary shares for each convertible preference share held on
the record date of 13 October 2006. On 16 October 2006, the 69,331,279 issued convertible preference shares were converted into 25,943,764 new
ordinary shares. As part of the conversion process the difference in value between the aggregote nominal value of the convertible preference shares prior
fo conversion and the aggregate nominal value of the new ordinary shares was redesignated into 72,462,081,857,143 delerred shares of 0.0001 pence
each. The deferred shares were redeemed for 1p per holding on 31 December 2006 ond their avthorised share capital was redesignated as unclassified

share copital.

28 Share based payment

Rexam’s equity settled share based payment schemes comprise the Long Term Incentive Scheme (LTIS), the Executive Share Option Scheme {ESCS) and the
Savings Related Share Option Scheme {SAYE]. Rexam’s cash setled share based payment scheme is the Phantom Stock Plan {Phantoms).

ms

Annual grants of options ever ordinary shares are made to executive directors and certain senior executives. The Total Shareholder Return [TSR) of Rexam is
measured and compared to a comparator group of listed companies. The percentage of share aptions that actually vest is dependent upon Rexam's comparative
TSR over a three year measurement period, commencing on 1 January of the year in which the option is granted. If performance targets are met, share
opfions vest on 1 January, three years ofter the start of the measurement period ond con be exercised at a nominal cost to the employee. The expiry date

is six years and eleven months after the grant date.

ESOS

Annual grants of options over ordinary shares are made to cerlain execufives. All shares will vest if the performance farget {annual growth rate of pre
determined economic profit) is met over the three year measurement period. Share options are exercisable three years affer grant date and expire ten years
after grant date. The exercise price is sef at market value using the average of the mid market price of @ Rexam ordinary share over a three doy period

preceding the grant date,

SAYE

All employee SAYE schemes are open fo eligible employees resident in the UK and Ireland. Annual grants of options over ordinary shares are currently made
at an exercise price of B0% of the market value of Rexam shares at grant date. Share options vest three, five or seven years after grant date, depending on
the scheme selected by the employee ol grant and expire six months after vesting.

Phantoms

This scheme operates in the same way as the ESOS with the same terms and condifions, but is made 1o certain execulives located outside the UK and is

settled in cash.
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28 Share based payment continued

The employee benefit expense recognised in relation to share based payment is set out below.

LTIS, ESOS and SAYE equity settled schemes
Phantoms cash setiled scheme

2006 2005
£m £m

1 é

{1 2

- 8

The provision for phantoms at 31 December 2006 was £1m [2005: £6m). The infrinsic volue of phantoms that had vested but had not been exercised at

31 December 2006 was £1m {2005: £1m}.

The fair values of the share options granted during the year were calculated using the models set out below.

Valuation model

ms Monte Carlo/Binomial
ESOS Binomial
SAYE Black Scholes
Phantoms Binomial
The number of oplions and weighted average exercise prices of all share option schemes are set out below.
2006 2005
Weighted Weighted
2006 average 2005 average
Number of exercise price Number of exercise price
options Pence oplions Pance
Outstanding at 1 Januvary 21,829,872 272.2 23,616,397 2357
Granted 4,938,792 313.9 6,023,110 2083
Forfeited {3.174,632) 101.6 {2,080,461) 102.2
Exercised {6,085,904) 316.2 15,714,064) 210.6
Expired - - {15110 440.7
Qutstanding at 31 December 17,508,128 299.6 21,829,872 272.2
Exercisable at 31 December 2,024,787 336.9 2,931,045 3%0.7
The exercise prices and average remaining contractual lives of share options by scheme are set out below,
2006 2005
2006 2006  Weighted average 2005 2005  Weighted average
Options Range of remaining Options Range of remaining
outstanding exercise prices contractual life outstanding exercise prices confractual life
Number Pence Years Number Pence Years
s 5,833,788 0.1 5.2 6,670,161 0.1 5.1
ESOS 7,047,050 196.9 to 352.7 7.6 9,616,129 196910 514.8 77
SAYE 1,123,629 184.7 to 435.0 2.8 1,262,623 184.7 16 400.0 31
Phantoms 3,503,661 239.8 1o 552.7 8.0 4,280,959 239.810514.8 7.7
The key assumptions used in valving share options.
2006 2005
Expected dividend growth (%) 31103.7 341043
Expected ond historical volotility (%) 17.4 to 30.2 21410327
Risk free interest rate {%) 4.3 10 4.6 4010 4.7
Expected life of LTIS options [years) 3 3
Expected life of ESOS options [years) 5 5
Expected life of SAYE options {3 year, 5 year ond 7 year contracis) [years) 3.2,5.2and 7.2 3.2,52and7.2
Expected life of phantoms options {years) 3to 10 3t 10
Weighted average share price (pence} 521 487
Weighted average fair value of options granted [pence] 121 135
Weighted average exercise price [pence} Nz 262
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28 Share based payment conlinued

The assumptions made to incorporate the effects of expected early exercise have been included by assuming an expected option life based on historical
exercise patterns for each option scheme, Historical volatilities are arrived at using a period comparable with the expected life of the oplion. The correlation
coefficient for the LTIS is calculated using the correlation matrix for the TSR simulation using three year daily historical stock price series far each company in
the comparater group, including Rexam, from the beginning of the measurement date. A ten year life is inificlly assumed to caleulate the fair value of
phantams. As the fair value is updated at each subsequent valuation the expected life is reduced for each year until exercise.

Rexam Employee Share Trust

The Group operates an employee share trust, the Rexam Employee Share Trust {the Trust, that owns 203,198 ordinary shares of 64%p in Rexam PLC ot
31 December 2006 [2005: 4,495) acquired at an average cost of £5.03 {2005: £5.20) and included in the consolidated balance sheet within retained
earnings ot a cost of £1m (2005: Enil). The shares are used to satisfy UTIS and certain ESOS share option exercises. The purchoses are funded by

a combination of cash contributions from participating campanies and interest free loans from Rexam PLC. Dividends receivable during the year have been
waived. The adminisiration expenses of the Trust are borne by the Trust. Shares are allocated by the Trust when relevant options under the schemes are
exercised. The market value of the shares ot 31 December 2006 wos £1m {2005: Enil}.

29 Acquisition of subsidiaries

(i) Details of acquisitions in 2006

Percentage of Nature of
Date of acquisition equity acquired activity
Egyptian Can Making Company {Ecanco) &6 February 2006 100% Beverage Cans
Airspray NY 23 May 2006 82.8%* Plastic Packaging
World Glory Limited [FangXin} 16 June 2006 100% Plastic Packaging
True Pack Private Limited 25 September 2006 100% Plastic Packaging
HTW Beverage Can (India) Private Limited 14 October 2006 51% Beverage Cans
* At 31 December 2006 the percentage ownership had increased 1o 99.71%.
Ecanco Airspray FangXin Other Total
2006: Em £m £m £m E£m
Consideration:
Cash 59 106 20 10 193
Adjusiment io Precise Technology cash consideration . - - 2 2
Accryed costs - . 1 1 2
Deferred - - 3 - 3
59 106 24 13 202
Carrying values at acquisition 13 25 20 5 63
Foir value adjustments 17 21 (5) {1} 32
Fair value of net assets acquired 30 45 15 4 95
Goodwill 29 60 9 9 107
Consideration 59 106 24 13 202
Net borrowings/[cash] assumed {1} - 11 3 13
Gross consideration 58 106 as 16 215

Goadwill represents the valve of synergies and the workforce. In accordance with IFRS3 "Business Combinations”, the £2m adjustment to Precise Technology
cash consideration in 2006 has been accounted for as an adjustment to goodwill in 2006.

Final

fair value

As  adjustments
previously for Precise As
reported  Technology restated
2005: £m £m £m

Consideration:

Cash 109 . 109
Deferred 1 - 1
110 - 110
Fair value of net liabilities/{assets) acquired 10 {8) 2
Goodwill 120 (8) 112
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29 Acquisition of subsidiaries continued

{ii} Fair value tables for 2006 acquisitions

Carrying Fair value
value at Fair valve  of net assels
acquisifion  adjustments acquired
£m £m £m
Ecanco:
Intangible ossets - 14 14
Property, plant and equipment 9 4 13
Working capital 3 - 3
Net cash 1 - 1
Deferred and current fax - {n (1)
Net assels 13 17 30
Airspray:
Intangible assets 2 33 33
Property, plant and equipment 14 (2) 12
Working capital 9 (2) 7
Deferred and current tax - (8) {8)
Net assets 25 N ab6
FangXin:
Intangible assets - 1 1
Property, plant and equipment 238 (5) 23
Working capitol 3 (2) 1
Net borrowings (1) . (1}
Deferred ond current tax . 1 1
Net assets 20 {5) 15

The fuir value adjustments for Ecanco comprise the recognition of intangible assets of £14m and the revaluation of property, plont and equipment of £4m
less attributable tax of £ 1m. The fair value adjustments for Airspray comprise the revaluation of infangible assets of £33m less atiributable tax of £8m, the
downward revaluation of property, plant and equipment of £2m and £2m of various working capital adjustments. The fair value adjustments for FangXin
comprise the recognition of intangible ossets of £1m, the downward revaluation of properly, plant and equipment of £5m less attributable tax of £1m,
inventory provisions of £4m, the revaluation of land use rights of £1m and £1m of other working capital adjustments.

Due to the timing of the acquisitions, foir values for Ecanco, Airsproy and FangXin are provisional and will be finalised in the 2007 consclidated financial

statements.
Ecanco Airspray FangXin
£m £m £m
Operating profit included in the consolidated income statement in 2006 7 5 1

Combined pro forma sales and operating profit for 2006 relafing to all 2006 acquisitions, assuming they were acquired on 1 January 2006, were £83m
and £14m respectively.
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29 Acquisition of subsidiaries confinued
(i) Final fair value table for Precise Technology
Provisicnal Additicenal Total fair
Carrying fair value fair value Total fair  volue of net
value at  adjustments  adjusiments valve liabilities
acquisition in 2005 in 2006  adjustments acquired
£m £m £m £m £m
Intangible assets 1 30 4 34 45
Property, plant and equipment 34 . 12 12 46
Deferred tax assets t {1} 1 - 1
Inventories 21 - m {n 20
Trade end other receivables 34 - 1 1 35
Cash and cash equivalents 3 - - - 3
Borrowings (102} - - . {102}
Trade and other payables (31} (M (3) (4} (35)
Current tax liabilities 1 {1 - {tn -
Deferred tax liabilities {6} (10) (6] (16} {22)
Net {liabilities}/assets [34] 17 8 25 {?)
{iv] Cash flows arising from acquisitions
2006 2005
Lm £m
Cash consideration 195 109
Cash and cash equivalents acquired - {4}
Cash payments for pricr year acquisitions 7 1
Net cash oufflow in the cash flow staterment 202 106
30 Disposal of subsidiaries
(i} Summary of disposal of subsidiaries
2006 2005
£m £m
Goodwill 9 7
Property, plant and equipment 15 54
Working capital 5 19
Deferred tax 1 1
Borrowings (4) [43)
Retirement benefil obligations (3) (6)
Net assets disposed 23 32
Cash proceeds 19 5
Loss on disposal of subsidiaries - exceptional items offer tax {4} [27)
i) Cash flows arising from disposal of subsidiaries
2006 2005
£m £m
Cash proceeds ne! of costs 20 5
Cash and cash equivalents disposed (1)
Net cash inflow in the cash flow statement 19 5
i
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31 Movement in net borrowings

Cash and
cash Financing
equivalents Convertible derivative
and bank Bank Medium Finance  preference financial Net
overdrafts loans  term notes leases shares  instrumenis  borrowings
£m £m Em £m £m £m £m
At 1 January 2006 (4) (369) (815) (36) {70} 74 (1,220}
Acquisition of subsidiaries - (13) - - - - (13}
Disposal of subsidiaries - 4 - - - - 4
Cash flow movements 14 60 {113} 15 5 (4) (23)
Redemption of convertible preference shares - - - - .14 - 69
Non cash movements 4 5 {30} 1 (4) 35 11
At 31 December 2006 14 {313) (958) {20) . 105 1,172)
At 1 January 2005 12) (350) (824) (45) (70) 126 {1.165)
Acquisition of subsidiaries - (129 - - - [129)
Disposal of subsidiaries - 43 - - - - 43
Cash flow movements {11 84 52 13 5 (22) 123
Non cash movements Q@ {19 {43) {4) {5 {30) 92}
At 31 December 2005 4 (369) 815) 36) 70) 74 11,220}

Financing derivative financial instruments are those that relate to underlying items of a financial nature. In 2006 ond 2005 these comprised interest rate

swaps and cross currency swaps. For further details on derivative financial instruments see note 24,

32 Commitments

iy Operating lease commitments

The Group leases offices and warehouses under non cancellable operating leases. The leases have varying terms, purchase oplions, escalation clauses ond

renewal rights, The Group also leases plant and equipment under cancellable operating leases.

An analysis of the total future minimum lease payments under non cancellable operating leases is set out below.

Plant and Plant and
Property equipment Property equipment
2006 2006 2005 2005
£m E£m £m £m
Less than 1 year 23 3 23 3
Between 1 and 5 years a4 4 53 3
Cver 5 years 64 - 80 -
Total 131 7 156 ]
The total future minimum sublease receipts under non cancellable operating leases is £8m (2005 £9m).
i} Capital commitments
2006 2005
E£m £m
Contracis placed for future capital expenditure not provided in the consolidated financiol statements:
Praperty, plant and equipment 72 30
Intangible assets 1 -
73 30
33 Contingent liabilities
2006 2005
£m £m
Guarantees of borrowings 7 )

In an international group a variety of claims arise from time to time; some have lille or no foundation in law or in fact and others cannaot be quantified.

Provision has been made in these consclidated financial statements against those claims which the Board consider are likely to result in significant liabilities.
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Five year financial

Consolidated income statement
Continuing operations

Discontinued operations

Sales

Continuing operations
Discontinued operations
Underlying operating profi

summary

Share of underlying post tax profits of associates and joint ventures

Net underlying interest expense
Retirement benefits net finance cost
Underlying proft before tax?
Exceptional items

Goodwill amortisation

Profit/{loss) before tax

Tax

Profit/{loss) after tax

Consclidated balance sheet
Goodwill and other intangible assets
Property, plant ond equipment
Retirement benefit obligations [net of tax)
Chher net assets

Underlying net assels

Shareholders’ equity
Minarity interests
Total equity

tet borrowings
Capital employed

Statistics

Underlying return on sales®
Underlying earnings per share?®
Basic earnings/[loss) per share
Dividends per ordinary share*
Interest cover®

Copital expenditure

Gearing

Average number of employees

%
Pence
Pence
Pence
Times

£€m

%

Number

2005
2006 restated ' 2004 20037 20027
£m £m £m €m €m
3,738 3,237 3,081 3,052 2,894
. . - 134 266
3,738 3,237 3,081 3,184 3,160
415 409 389 332 305
- - . 12 15
4135 409 389 344 320
1 3 1 - -
{90} (76) (65) (73) (83)
(23) 29) 32) (2] ()
303 307 293 239 226
8 24 118} {166} [245)
- - - {70 {68}
307 331 275 3 87}
(84) (108 (71] (44] 164}
223 223 204 {41} {151}
1,532 1,510 1,292 1,195 1,154
1,191 1,186 1,157 1,262 1,122
(365) [548) |538) (494 (406}
63 81 51 31 38
2,421 2,229 1,962 1,992 1,908
1,247 1,009 894 804 544
2 - - 1¢ Q@
1,249 1,009 894 823 553
1,172 1,220 1,068 1,169 1,355
2,421 2,229 1,962 1,992 1,908
111 12.6 12.6 10.8 10.1
40.6 39.5 37.5 338 34.3
39.7 A0.4 36.2 2.5) (34.5)
19.0 18.12 V7.25 16.4 15.6
3 [} 6 5 4
214 174 174 165 173
94 121 119 142 245
24,200 21,700 22,300 21,800 20,600

' Restated for a change in accounting policy for exceptional items and for the final fair value adjustments applied to the Precise Technology acquisition.

2 Not restated for IFRS.
? Before exceptional items.

“ Includes proposed final dividends in 2006, 2005 und 2004, which in accordance with IFRS accounting requirements have not been accrued in the related

consolidoted finoncial statements.

3 Interest cover is bosed on underlying operating profit and net underlying interest expense excluding convertible preference dividends.
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Statement of directors’ responsibilities on the
company financial statements

Campany law requires the directors to prepare financial statements for each financial year that give a true and fair view of the siate of affairs of the
compaony for that year. Under that law the directors have prepared the financial statements in accordance with UK accounting standards ond the
Remuneration Report in accordance with applicable law. In preparing those financial statements the directors are required to:

li} Select svitable accounting policies and then apply them consistently.

(i) Make judgements and estimates that are reasonable and prudent.

fiii} State that the financial statements comply with UK GAAP.

(iv) Prepare the financicl statements on the going concern basis, unless it is inappropriate to presume that the company will continue in business.

The directors confirm that they have complied with the above requirements in preparing the company financial statements.
The directors are responsible for keeping proper accounting records that disclose with reascnable accuracy at any lime the financial position of the company
ond to enable them to ensure that the financial statements comply with the Companies Act 1985. They are also responsible for safeguarding the assets of the

company and hence for toking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the UK governing the preparation and dissemination

of financial statements may differ from fegislation in other jurisdictions.
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Independent auditors’ report to the members

of Rexam PLC

We have audited the parent company financial statements of Rexam PLC for the year ended 31 December 2006 which comprise the Rexam PLC balance
sheet and the related notes. These parent company financial statements have been prepared under the accounting policies set out therein. We have also
audited the information in the Remuneration Report that is described as having been oudited,

We have reported separately on the group financial statements of Rexam PLC for the year ended 31 December 2006.

Respective responsibilities of directors and auvditors

The directors’ responsibilities for preparing the Annual Report, the Remuneration Repert and the parent company financial slatements in accordance with
applicable law and United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice} are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the parent company financial statements and the part of the Remuneraiion Report to be audited in accordance with relevant
legal and regulatery requirements and Infernatienal Standards on Auditing (UK and Ireland}. This report, including the opinion, has been prepared for and
only for the company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this
opinion, accept or assume responsibility for any other purpose or 1o any other person fo whom this repert is shown or info whose hands it may come save
where expressly agreed by our prior consent in writing,

We report fo you our opinicn as to whether the parent company financial statements give a true and fair view and whether the parent company financial
statemenis and the part of the Remuneration Report 1o be avdited hove been properly prepared in accordance with the Companies Act 1985. We also
report to you whether in our opinion the information given in the Directors’ Report is consistent with the parent company financial statements. The information
given in the Directoss” Report includes that specific information presented in the Business Review thal is cross referred from the Business Review section of the
Directors’ Report.

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other fronsactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company financial statements. The
other information comprises only What we do, What is our strategy?, 2006 in summary, Chairman's Statement, Business Review, Directors and Officers,
Directors’ Report, Corporate Governance Report, the unaudited part of the Remuneration Report, Statement of Directors’ Responsibilities, Five year financial
summary and Shareholder information. We consider the implications for our report if we become aware of any apporent misstatements or material
inconsistencies with the parent company financial statements. Our responsibilities do net extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing {UK and Ireland) issued by the Auditing Practices Board, An audit includes
examination, on a test basis, of evidence relevant to the amaunts and disclosures in the parent company financial statements and the part of the Directors’
Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments made by the directors in the preparation of the parent
company financial statements, and of whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explonations which we considered necessary in order to provide us with
sufficient evidence 1o give reasonable assurance that the parent company financial statements and the part of the Remuneration Report 1o be audited are
free from material misstotement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluaied the overall adequacy of
the presentation of information in the parent company financial statements and the part of the Remuneration Report to be audited.

Opinion

In cur opinion:

* the parent company finoncial statements give a true and fair view, in occordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the company’s offairs as at 31 December 2006;

s the parent company financial statements and the part of the Remuneration Report fo be audited have been property prepared in accordance with the
Companies Act 1985; and

* the information given in the Directors’ Report is consistent with the parent company financiat statements.

PricewaterhouseCoopers LLP

Chartered Accountonts and Registered Auditors
London

20 February 2007

Notes: () The maintenance and integrity of the Rexam PLC website is the responsibility of the directors; the work carried out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial stafements
since they were initially presented on the website. [b) Legislation in the United Kingdom governing the preparation and dissemination of financial

statements may differ from legislation in other jurisdictions.
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Rexam PLC balance sheet

As at 31 December

Fixed assets

Tangible assets

Investments in subsidiaries
Derivative financial instruments

Current assets
Debtors receivable within one yeor
Derivative financial instruments

Cash at bank and in hand

Creditors: amounts falling due within one year
Borrowings

Derivative finoncial instruments

Other creditors

Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more than one year
Borrowings

Other creditors

Provisions for liabilities and charges
Net assets

Capital and reserves

Oxrdinary share copital

Converlible preference share capital
Share premium account

Capital redemption reserve

Profit and loss reserve

Other reserves

Total capital and reserves

Approved by the Board on 20 February 2007
Rolf Briesson, Chairman

David Robbie, Finance Director

2006 2005
Notes £m €m
4 ] 5
5 3,679 3,717
10 105 72
3,790 3,794
7 n 11
10 9 15
- [}
40 32
Q {159) [79)
10 (9 (12)
8 {270) (254)
{438) [345)
{398) 1313)
3,392 3,481
9 (1,103) (1,166)
8 {496) [568)
(1,599) (1,734)
1 - in
1,793 1,746
375 356
- 1
759 748
as1 279
153 207
153 155
12 1,793 1,746
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Notes o the company financial statements

1 Principal accounting policies

The financial statements of Rexam PLC are prepared under UK GAAP using the historical cest convention as modified by the revaluation of certain financial
instruments and in accordance with applicable accounting standards. As permitied by section 230 of the Companies Act 1985, the profit and loss occount is

not presented.

Foreign currencies

All exchange differences arising on foreign currencies are iaken to the profit and loss account.

Interest

Interest on cash and cash equivalents and borrowings held at amortised cost is recognised in the profit and less account wsing the effective interest method.
Interest includes exchange differences arising on cash and cash equivalents and borrowings. Interest includes all fair volue gains and losses on derivative
financial instruments, and corresponding adjustments to hedged items under designated fair value hedging relationships, where they relate to financing

activities and are recognised in the profit and loss account. Interest includes dividends paid on convertible preference shares.

Retirement benefits

The pension rights of Rexam PLC employees are dealt with through @ self administered scheme, the assets of which are held independently of the Group's
finances. The scheme is a defined benefil scheme that is funded partly by contributions from members and partly by contributions from Rexam PLC and its
subsidiaries at rates advised by independent professionally qualified actuaries, In accordance with FRS17, Rexam PLC accounts for its contributions as though
it were a defined contribution scheme. This is because the underlying assets and liabilities of the scheme cover Rexam PLC and a number of its subsidiaries
and it cannot be split between each subsidiary on a consistent and reasonable basis. Full detaifs of the scheme and its deficit can be found in note 25 to the

consclidated financial statements.

Share based payment

Rexam PLC cperates various share seffled share option schemes. The services received from employees are measured by reference to the fair value of the
share options. The fair volue is calculated ot gront date and recognised in the profit and loss account, together with o corresponding increase in shareholders’
funds. Share setiled share opfions granted directly to subsidiary company employees are treated as a capital contribution 1o the subsidiary. The capital
contribution is measured by reference to the fair value of the share options and recognised as an increase in the cost of investment with a corresponding
increase in shareholder’s funds. The recognition of the fair value is based on o siraight line basis over the vesting period, based on an estimate of the
rumber of options that will eventually vest. Vesting conditions, other than market conditions, are not token info account when estimating the fair value. FRS20
has been applied to share settled share opticns granted after 7 November 2002. The Rexam Employee Share Trust holds shares in Rexam PLC which are

presented os a deduction from shareholders’ funds.

Tangible fixed assets
Tangible fixed assets are stated in the balance sheet at cost less provision for depreciation. Depreciation is calculated to write off the cost, less estimated
residual value, of tangible fixed assets over their expected lives by equal annual instalments. Depreciation is provided on all tangible fixed assets. Assumed

lives vary according to the class of asset as follows:

Computer hardware and software 210 7 years
Fixtures and fitlings 410 10 years

Investment in joint venture

The investment in the joint venture is stated at cost less provisions for impairment where appropriate.

Investments in subsidiaries

Investments in subsidiaries are stated at cost less provisions for impairment where appropriate.

Dividends
Under FRS21, final ordinary dividends payable 1o the shareholders of Rexam PLC are recognised in the pericd that they are approved by the shareholders,
Interim ordinary dividends payable are recognised in the period that they are paid. Dividends receivable are recognised when the Company's right to

receive payment is established.
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Notes 10 the company financial statements

1 Principal accounting policies continued

Financial instruments
Derivative financial insiruments are measured at fair value. Derivative financial instruments utilised by the Company include interest rate swaps, cross

currency swaps, forward foreign exchange conlracts and forward aluminium commodity contracts.

Certain derivative financial instruments are designated as hedges in line with the Company's risk management policies. Hedges are classified as follows:
{i) Fair value hedges when they hedge the exposure lo changes in the koir value of a recognised asset or liability.
{i) Cash flow hedges where they hedge exposure fo variability in cash Hows that is atiributable to a particulor risk assaciated with a recognised asset or

liability or a forecasted transaction.

For kair value hedges, any gain or loss from remeasuring the hedging instrument at fair value is recognised in the profit and loss account. Any gain or loss on
the hedged item attributable to the hedged risk is adjusted against the carrying amount of the hedged item and similarly recognised in the profit and loss account.

For cosh flow hedges, the portion of the gain or loss on the hedging instrument that is determined to be an effective hedge is recognised in reserves, with
any ineffective portion recognised in the profit and loss account. When hedged cash flows result in the recognition of a non financial asset or liability, the
associated gains or losses previously recognised in reserves are included in the initial measurement of the asset or liability. For alf other cash flow hedges,
the gains or losses that are recognised in reserves are fransferred to the profit and loss account in the same period in which the hedged cash flows offect

the profit and loss account.

Any goins or losses arising from changes in fair value of derivative financial instruments not designated as hedges are recognised immediately in the profit

and loss account.

Borrowings [excluding convertible preference shares) are measured at omortised cost except where they are hedged by an effective fair value hedge,

in which case the carrying volue is adjusted to reflect the fair value movements associated with the hedged risk.

On 16 October 2006 the convertible preference shares were redeemed us described in note 27 to the consolidated financial statements. Prior fo

redemption, they were split into a liability component and an equity component. On issue, the fair value of the liability component was determined using o
market rate for an equivalent non convertible bond and recognised in borrowings on an amortised cost basis until extinguished on conversion or redempion.
The remainder of the proceeds of the issue was allocated 1o the conversion option that was recognised in preference share capital. The change in value of
the conversion option, other than on conversion or redemption, in subsequent accounting periods was not recognised in the financial statements. Dividends

on convertible preference shares were charged as interest in the profit and loss account,
Debtors are measured at amortised cost less any provision for impairment. Debtors are discounted when the time value of money is considered material.

Disclosures have been made on financial instruments as required by the Companies Act 1985. Rexam PLC is exempt from the disclosure requirements
of FRS25.

2 Employee costs and numbers

2006 2005
£m £m
Employee costs including directors:

Wages and salaries 11 15
Social security 2
Share based payment 1 4
Retirement benefits 9 9
23 30

For details of directors” remuneration see the Remuneration Report.
2006 2005
Number Number
Average employee numbers 124 128
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Noles lo the company financial statements

3 Equity dividends

For details of equity dividends see note 10 to the consolidated financial statements.

4 Tangible assets

Computer
hardware Fixtures and
and software fittings Total
£m £m £m
Cost:
At 1 Janvary 2006 1 2 13
Additions 3 - 3
Disposals {1} - (1)
At 31 December 2006 13 2 15
Accumulated depreciation:
Al 1 January 2006 {7) (1} (8)
Disposals 1 - 1
Depreciation for the year {2) - (2)
At 31 December 2006 {8) (N (9)
Carrying value at 31 December 2006 5 1 6
Cost:
At 1 January 2005 8 1 e
Additions 3 1 4
At 31 December 2005 11 2 13
Accumulated depreciation:
At 1 January 2005 {4) {1 (5)
Depreciation for the year (3 - {3)
At 31 December 2005 7 (1) {8)
Carrying value at 31 December 2005 4 1 5
The net book value of tangible fixed assets at 31 December 2006 includes finance leased assets of £nil {2005: £1m).
5 Investments in subsidiaries
Shares Loans Total
£m £m £m
At 1 Jonuary 2006 1,004 2,713 3,717
Exchange differences - (89) (89)
Additions/advances 4 213 07
Impairment (6) - {6)
Repoyments - (160) (160)
At 31 December 2006 1,002 2,677 3,679
At 1 January 2005 848 2,254 3,102
Exchange differences - 25 25
Acquisitions/advances - 625 625
Disposals/repayments - (191} {191}
Write back of impairment 156 - 156
At 31 December 2005 1,004 2,713 3,717

For details of the main subsidiaries of Rexam PLC see note 14 to the consolidated financial statements.

The impairment in 2006 results from the payment of a dividend by a subsidiary comprising the majority of the assets of that subsidiary.
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6 Investment in joint venture

At 1 January
Additions
Disposals

At 31 December

7 Debtors receivable within one year

Trade debtors

Due from subsidiaries
Prepayments

Other debtors

8 Other creditors

Amounts falling due within one year:
Trade creditors

Due to subsidiaries

Other tax and social security
Accruals

Other liabilities

Amounts falling due cfter more than one year:

Due to subsidiaries

Other liabilities

9 Borrowings

Unsecured:

Bank overdrofts

Bank loans

Medium term notes

Finance leases

Convertible preference shares

Repayment analysis:

Amounts falling due after more than one year:
In more than one year but not more thon two years
In more than two years but not more than five years

In more than five years

Amounts falling due within one year

Finance lease minimum leose payments of £nil are due within one year (2005: £1m).

Notes to the company financial statements

2006 2005
£m Em
- 3
- 13)
2006 2005
£m Em
3 2
26 4
1 1
1 4
3 11
2006 2005
€m £m
(2) (1
(262) {241)
(3) 13
(2} (8]
(1 (1)
(270) 254)
(494) (567)
(2) il
(496) |568)
2006 2005
£m £m
(33) {22)
{271) 1337)
{958) (815)
: Al
: 7o)
{1,262) {1,245)
(6) (388]
{641) (708)
(456) |70)
{1,103} {1,166}
(159} 79}
{1,262) {1,245}

In 2006 o fair value gain of £2m (2005: loss £2m] on medium term notes under a designaied fair value hedge relationship was included in retained profit

for the year.
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Noles 1o the company linancial slalements

10 Derivative financial instruments

2006 2005
£m £m
Fixed assets 105 72
Current assets 9 15
Creditors: amounts falling due within one year 9 (12)
105 75
Fair value of derivative financial instruments at 31 December:

Cross currency swaps 102 74

Interest rate swaps 3
Forward aluminium commodity contracts - 1
105 75

Crass currency swops

Al 31 December 2006 Rexam PLC had two cross currency swaps outstanding. The first swapped sterling for US dollars with principal amounts of £250m
and $356m respectively (2005: £250m and $356m), whereby interest is receivable ot fixed rates of 7.1% [2005: 7.1%)} and payable at floating rotes plus
a margin. The second swapped sterling for US dollars with principel amounts of £120m and $194m respectively (2005: £170m and $280m}, whereby
interest is receivable ond payable at floating rates plus o margin. The cross currency swaps mature between 2007 and 2009 {2005: between 2006 and
2009). Market values were used to determine their fair value. In 2006 fair value gains of £45m [2005: losses £33m) in respect of cross currency swaps
were included in retained profit for the year.

Forward aluminium commodity contracts

At 31 December 2006 Rexam PLC had forward aluminium commodity contracts, entered into on behalf of a subsidiary, with principal amounts of $14m
(2005: $34m). The contracts mature in 2007 [2005: between 2006 and 2007). Their fair value has been determined by marking those contracts to market
at prevailing forward aluminium prices. In 2006 fair value losses of £1m {2005: £ril) in respect to forward aluminium commeodity contracts were included in
retained profit for the year.

Interest rate swaps

Al 31 December 2006 Rexam PLC had interest rate swap contracts with principal amounts of €510m and $356m {2005 €510m and $356m), whereby
interest is payable ot fixed interest rates varying from 3.8% to 4.7% (2005: 3.8% to 4.7%), and interest rate swap contracts with principal amounts of
€710m, Czech Krone 150m and £120m {2005: €510m, Czech Krone 150m and £120m|, whereby interest is receivable at fixed interest rates varying
from 2.7% to 7.1% {2005: 2.7% to 7.1%}. These interest rote swaps all settle against the appropriate prevailing LBOR rate, in some cases adjusted by a
margin. The inferest rate swaps mature between 2007 and 2013 {2005: 2007 and 2009). Their fair valve has been determined by discounling their cash
flows at prevailing interest rates. In 2006, fair value gains of £3m {2005: £6m| in respect of interest rate swaps were included in relained profit for the year.

Forward foreign exchange contracts

At 31 December 2006 Rexam PLC had forword foreign exchange contracts with principal amounts equivalent to £109m (2005: £79m). The contracts
mature in 2007 [2005: in 2006). Their fair value has been determined by marking those coniracts to market against prevailing forward foreign exchange
rates. In 2006 fair vatue gains of £1m (2005: £1m) in respect of forward foreign exchange contracts were incleded in retained profit for the year.

Forward energy commodity contracts
At 31 December 2006 Rexam PLC had forward gas ond electricity commodity contracts, entered into on behalf of a subsidiary, with principle amounts of

$9m and €7m respectively {2005: $nil and €nil}. The gas contracts mature in 2007 and 2008 and the electricity contracts in 2007.

For details of the financial risk manogement objectives and policies and principal financial risks see note 24 to the consolidated financial statements.

11 Provisions

2006 2005

£m £m

At 1 January (1) (2)
Wtilised 1 1

At 31 December . {1

Provisions wholly relate to long term incenfive schemes.




Nales to the company financial statements

12 Capital and reserves

Convertible
Ordinary preference  Deferred Share Capital Profit
share share share  premium redemption  and loss Other Total
capital capital capital account reserve reserve reserves equity
£m E£m Em £m £m £m £m £m
At 1 lanvary 2006 356 1 - 748 279 207 155 1,746
Retained loss for the year - - - - - (46} - (46)
Share options value of services provided - - - - - 1 - 1
Share oplions proceeds from shores issued 2 - - 11 - - - 13
Share opficns cost of investiment - - - - - q - 4
Purchase of Rexam shares by Employee Share Trust - - - - - {4} - {4}
Early redemption of convertible preference shares 17 n 72 . - L) - 79
Redemption of deferred shores - - (72) - 72 - - -
Af 31 December 2006 373 - - 759 351 153 155 1,793
At 1 January 2002 354 1 - 741 279 (96) 155 1,434
Retained profit for the year - - - - - 302 - 302
Share options value of services provided - - . - - 4 - 4
Share opfions proceeds from shares issved 2 . - 7 - 9
Purchose of Rexam shares by Employee Share Trust - - - - - [3) - (3)
At 31 December 2005 356 1 - 748 279 207 155 1,746

The profit after fox for the financial year dealt with in the financial statements of Rexam PLC is £57m [2005: £399m). Other reserves reflect unrealised gains
related to the transfer of investments between subsidiaries. The profit and loss reserve of £153m [2005: £207m) arese partly as a result of a provision of
£214m ogainst certain investments in subsidiaries in 2001 of which £156m was reversed in 2005. The directors consider the value of the remaining
investments in subsidiaries are considerably more than their book value and, accordingly, the remaining provision of £58m does not impact the distributable
reserves of Rexam PLC which were £207m at 31 December 2006 [2005: £265m).

For details of ordinary shares, convertible preference shares and deferred shares see note 27 fo the consclidated financial statements.

13 Share based payment
Rexam PLC's equity setiled share based payment schemes comprise the Long Term Incentive Scheme {LTIS), the Executive Share Option Scheme (ESOS) and
the Savings Related Share Option Schemes [SAYE). For further information on these schemes, including the valuation madels and assumptions used, see note

28 to the consolidated financial statements.

The number of optiens and weighted overage exercise prices of shore option schemes relating to Rexam PLC is set out below.

2006 2005

Weighted Weighted

2006 average 2005 average

Number of exercise price Number of exercise price

options Pence options Pence

Outstanding at 1 January 8,206,853 176.5 9,176,814 140.3
Granted 1,572,720 132.2 2,437,476 182.2
Forfeited {2,010,099) 36.3 (1,263,672} 34.6
Exercised {1,863,435) 273.9 (2,148,426} 112.2
Tronsfers 12,326 3399 4,659 305.2
Qutstanding at 31 December 5,918,365 182.0 8,206,853 176.5
Exercisable at 31 December 595,129 318.6 203,815 385.1
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Notes 1o the company financial siatements

13 Share based payment continued

The exercise prices and average remaining contractual lives of share options relating to Rexam PLC by scheme ore set out below.

2006 2005

2006 2006 Weighted average 2005 2005  Weighted average

Options Range of remaining Options Range of remoining

oulstanding exercise prices contraciual life outstanding exercise prices contractual life

Number Pence Years Number Pence Years

LTS 3,467,988 0.1 5.1 4,482,334 0.1 5.1
ESOS 2,279,437  209.7 to 552.7 7.4 3,555,974 209.7 to 475.7 7.6
SAYE 170,940  280.3 to 435.0 2.5 168,545 280.3 to 400.0 2.9

For details of the Rexam Employee Share Trust see note 28 to the consolidated financial statements.

14 Operating lease commitments

Operating leose rentols payable in 2007 relating to contracts expiring after five years are £1m (2005: £1m payable in 2006 and expiring after five years).

15 Contingent liabilities

2006 2005
Em £m

Guarantees 87 57




Shareholder information

Registered office

Rexam PLC, 4 Millbank, London SW1P 3XR, United Kingdom
Telephone +44 [0)20 7227 4100

Fax +44 (0)20 7227 4109

Registered in England and Wales number 191285

Rexam website

www.rexam.com

The Rexom website includes an Investors section which contains
comprehensive information on the Group alongside details of its
strategy. You ean find infermation such as historic share prices,
the real time price of the Company's shares and a share value
calculator, Corporate Governance and links to our Corporate
Responsibility pages can also be viewed there. Press releases,
stock exchange announcements and other useful links to the
Group's operations are also available, In addition, copies of
earlier publications such as Annual Reports and Annual Reviews,
Interim Reports, the Consumer Packaging Report 2005 and the
bi-annual editions of Rexam World can be downloaded or viewed
online.

Registrar

www.shareview.co.uk

Lioyds TSB Registrars, The Causeway, Worthing, West Sussex
BN9Q DA, United Kingdom,

Telephone +44 (0)870 241 3931

For enquiries concerning your shareholding, dividends or the
AGM 2007, and to report changes to your personal details,
please contact the Company's Regisirar, Lloyds TSB Registrars.

Uoyds TSB Registrars also provide online access to o range of
shareholder information on the Lloyds Shareview website. You
can view your shareholding in Rexam, find practical help to
vpdate your personal details and register to receive the Annual
Review. There is also o facility to buy or sell your Rexam ordinary
shares online. Your shareholder reference number, shown on
share certificates and tax vouchers, will enable you to view your
shareholding on the website.

Alternatively, for general enquiries you may alse contact the
Company Secretary’s department at Rexam PLC or email
investor.relations@rexam.com.

Annual Report and Annual Review

Shareholders who receive the Annual Report but who wish to
receive the Annual Review should telephone or write to Lloyds TSB
Registrars. If you have received more than one copy of the Annual
Report or Annual Review you may be registered under more than
one shareholder reference number. To amalgomate your accounts
please contact Lloyds TSB Registrars.

Stock exchange listing

The Company's ordinary shares are listed with the UK Listing
Authority and admitted to frading an the Landon Stock Exchange,
being classified under the FTSE General Industrials sector. In the
US, ordinary shares are listed on the Nasdaq Stock Exchange in
the form of American Depositary Receipts,

Financial calendar 2007

The following dates are given for information purposes. Please
check the Rexam website nearer to the expected date o ensure
it has not changed.

20 February  Announcement of 2006 Final Results

3 May Annual General Meefing 2007

9 May Ex-dividend date for 2006 final erdinary share
dividend

11 May Record date for 2006 final ordinary share dividend

6 June Payment date for 2006 final ordinary share dividend

31 July Announcement of 2007 Interim Results

6 November  Proposed payment date for 2007 interim ordinary
share dividend

31 December Financial year end

Dividends

Dividend payments

Dividend  Exdividend Record Payment
per share (p] date date date

Ordinary shares

Interim 2006 7.9 11,1006 13.10.06 02.11.06
Propaosed final 2006 11,1 09.05.07 110507 0606.07
Preference shares 3.875 0B.03.06 10.03.06 31.03.06
Preference shares 3.875 060906 08.09.06 021006

Dividend mandate

Shareholders who wish their dividends to be paid directly to a
bank or building society account and have net already completed
a dividend mandate form should contact Lloyds TSB Registrars.
Alternatively, a dividend mandate form may be downloaded from
the Lloyds Shareview website or from the Investors section on the
Rexam website. Dividends can also be paid directly into certain
foreign banks. For details of those countries for which this service
is offered, please contact Lloyds TSB Registrars or download the
list of countries from the Rexam website.

Dividend reinvestment plan

The Company’s dividend reinvestment plan provides a simple and
economic way for shareholders Io reinvest their Rexam ordinary
cash dividends in Rexam ordinary shares. Details of the plan and
an application form can be found in the Investors seclion on the
Rexam website, by contacting the Share Dividend Team at Loyds
TSB Registrars or on the Lloyds Shareview website. The last date
for receipt of instructions to reinvest the final 2006 dividend,
payable on 6 June 2007, is 15 May 2007,
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Shareholder information

Capital gains tax

The market value of Rexam ordinary shares at 31 March 1982,
the normal basis for indexation allowance, was 75.3p per share,
as adjusted for the sub division in November 1992 and the
capital reerganisation in October 1998. Shareholders requiring
clarification of their capital gains tax position should consult their
professional adviser.

The market value and proportional values of the ordinary, preference
and B shares following the share capital rearganisation on
12 October 1998 were as follows.

Market value Proportional value

p} %)

Ordinary shares 169.75 74.136
Preference shares 101.00 75.826
B shares 98.00 Ordinary 25.864
Preference 24.174

2003 Rights issuve

Qualifying shareholders were offered new ordinary shares at a
price of 255 pence per new ordinary share on the following basis:
2 new ordinary shares for every 11 existing ordinary shares held
and | new ordinary share for every 15.6749 existing preference
shares held.

Early conversion of Preference Shares

At an Extroordinary General Meeting and Separate Class
Meeting on 5 October 2006, shareholders approved the
conversion of all of the preference shares into new ordinary
shares. The conversion was effected at an enhanced conversion
rate of 0.3742 new ordinary shares for each preference share
held on the record date of 13 October 2006. All preference
share certificates were cancelled.

Shareholders with a UK address holding 4,000 or fewer
preference shares could elect to sell their holding of new ordinary
shares arising on conversion. Such new ordinary shares were
sold on 16 October 2006 at £5.86 per share.

American Depositary Receipts (ADRs)
www.adr.com/shareholder

JPMorgan Chase Bank, N.A., JPMorgan Service Center,
PO Box 3408, South Hackensack, NJ 07606-3408, USA
Telephone +1 201 680 6630

Telephone toll free within the USA +1 800 990 1135
Email adr@jpmorgan.com

Rexam has an ADR programme for which JPMorgan Chase Bank,
N.A. acts as Depositary. The ADRs trade on the Nasdoq market
under the symbol REXMY and one ADR equates to five Rexam
ordinary shares. The Depositary receives the sterling dividends
payable to ADR holders and makes the equivalent payment in
US dollars. The Depositary also operates a dividend reinvesiment
plan for ADR holders.
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Personal Equity Plans {PEPs) and individual savings
accounts {ISAs)

www.halifax.co.uk/sharedealing

Halifax Share Dealing PEP and I1SA Department, Trinity Road,
Halifox, West Yorkshire HX1 2RG, United Kingdom
Telephone +44 [0)870 600 9966

Email customercare.hsdl@halifax.co.uk

Halifax Share Dealing administers the existing Rexam PEPs
and offers an ISA to UK residents.

ShareGift
www.sharegift.org
Telephone +44 (0)20 7828 1151

ShareGift, an independent charity share donation scheme, was
set up in 1996 to provide @ charitable sclution to the problem

of unwanted small holdings of shares. If you have a small number
of shares that you no longer want and whose value makes it
uneconomic 1o sell, you may wish to consider denating them to
charity through ShareGift. A share transfer form can be obtained
from Lloyds TSB Registrars or the Company Secretary’s Department
at Rexam PLC.

Analysis of ordinary shareholders
Al 16 February 2007

Heldings Shares

number % number %
Category
Individuals 17,342 72 22,538,682 4
Insurance companies
and pension funds 9 138,087 .
Banks and nominees 6,241 26 547,481,524 P4
Other corparate holders 564 2 13,206,005 2

24,156 100 583,364,300 100

Size of holdings

Up to 2,000 shares 18,534 76 14,060,122 2
2,001 - 20,000 shares 4,823 20 21,218,829 4
20,001 - 100,000 shares 375 2 19,046,719 3
Over 100,000 shares 424 2 529,038,630 1

24,156 100 583,364,300 100

Fraudulent transactions

The Financial Services Authority (FSA] has recently released a
statement warning all UK shareholders of the potential dangers
of unsolicited investment advice, more commonly know as ‘boiler
room scams’. For further details on this type of scheme and how
it can affect shareholders, and for information on how to report
such transactions, please refer 1o the FSA website,
www.fsa.gov.uk. Alternatively, you can telephone the FSA

by calling 0845 606 1234 from within the UK or

+44 {0}20 7066 1000 from outside the UK.




Addresses

Head office

Rexam PLC

4 Millbank

London SWIP 3X%R

United Kingdom

Tel +44 (0}20 7227 4100
Fax +44 (0)20 7227 4109

Main overseas service centres

Asia Pacific

Rexam Asia Limited
Room 12111220

Sun Hung Kai Centre
30 Harbour Road
Wanchai

Hong Kong

Tel +852 2291 7000
Fox +852 2802 17468

Simon Jennings

Director of Asia Pacific
Administration and Managing
Director Beverage Can

Asia Pacific

USA

Rexam Inc

4201 Congress Street
Suite 340

Charlotte

NC 28209

Usa

Tel +1704 5511500
Fax +1 704 551 1572

Frank Brown
Director of US Administration

Sector headquarters
Rexam Beverage Can
Europe & Asio

100 Capability Green
Luton

Bedfordshire LU1 3LG
United Kingdom

Tel +44 (0)1582 408999
Fox +44 {0)1582 726065

Rexam Beverage Can

North America

8770 W Bryn Mawr Avenue
Chicogo IL 60631

USA

Tel +1 773 399 3000

Fax +1 773 399 8088

Rexam Beverage Can
South America

Av. Luis Carlos Prestes
290 - sala 101

Barra da Tijuca

Rio de Janeiro - RJ

CEP: 22.775055

Brazil

Tel +5521 2104 3300
Fax +55 21 2104 3401

For details of our individual operations please

refer to our website www.rexam.com

Rexam Plastic Packaging

4 Millbank

London SW1P 3XR

United Kingdom

Tel +44 {0)20 7227 4100
Fax +44 (0)20 7227 4109

Rexam Glass

Gr. Drakenburger 5ir.132
DE-31582

Nienburg

Germany

Tel +49 (0)5021 850
Fax +49 (0)5021 854 88
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Rexam PLC

4 Millbank
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United Kingdom
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